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- for Distinguished Trust Service 
IN CHICAGO 


As one of the nation’s larger banks, Harris Trust and 
Savings Bank maintains a Trust Department of distin- 


guished capacity and reputation. 


* * * 


Flanked by a Commercial Department of broad experience and 
activity; a division of Correspondent Banking experienced in 
the problems of banks large and small, city and country; and 
unique Investment experience... Harris Trust service, complete 
in individual and corporate capacities, merits the acquaintance 
of any corporation, institution, bank or individual seeking 


banking or trust services in Chicago. 





WHENEVER YOU NEED 
A HELPING HAND 


‘The foreign department of Guaranty Trust Company can 
furnish assistance wherever you do business abroad. 

Our knowledge of exchange restrictions, import-export 
transactions, and foreign trade financing can be valuable in 
your overseas operations. The complete facilities and 
experienced personnel of our foreign department—backed by 
Guaranty Trust branch offices and correspondent banks 

in every commercially important part of the world— 


are always available to serve your foreign needs. 


Foreign department officers of Guaranty Trust will be 
glad to discuss your overseas banking requirements. 


We would like to serve you. 


Guaranty oa 
Fifth Ave. at 44th St. 


Trust Company Leon 
of New York New York 21 


Rockefeller Plaza at 50th St. 


Capital Funds $380,000,000 New York 20 
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. “The City of San Fran- 
cisco,’ crack Southern Pacific train, crossing 
Martinez-Benicia bridge northeast of San 
Francisco. The present Southern Pacific 
Company was founded in 1884, chiefly by 
the consolidation of Central Pacific, which 
ran from Orden, Utah. to the coast, and the 
Southern Pacific Railroad of California, 
which operated in that state and through to 
New Orleans via Arizona, New Mexico and 
Texas. Leland Stanford and Collis P. Hunt- 
ington had a large part in both the con- 
struction and the operation of these lines. 
Later, Edward Henry Harriman gained con- 
trol, purchasing Huntington’s holdings in the 
Southern Pacific Co. ’ 

The story of the development of the re- 
sources and industrial might of the United 
States goes hand in hand with the building 
of the railroads which are today the pre- 
ponderant medium for the mass transporta- 
tion of goods. Not only is honor due to the 
courageous planners and builders of these 
roads into new territories but also to those 
who dared risk their capital in untried ven- 
tures in the hopes of eventual return — the 
mainspring of the free enterprise system 


upon which our economy is based. 
| : 
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Time to Clean House 


Incompetents in the field of Estate 
Planning are doing incalculable harm to 
their clients and bringing disrepute on 
the entire field. Twenty years ago estate 
planning was confined to a few banks, in- 
surance underwriters and independent 
practitioners. There was little literature 
available and a man had to have some 
background of experience and research 
before he could present a coherent story 
to his prospect or write a comprehensible 
plan. Bank employed estate planners were 
trustmen first, and underwriters adopt- 
ing the approach were usually large pro- 
ducers who knew their own field thor- 
oughly and had been exposed to trusts 
and taxes. 


Today, schools have been established 
to give two, three or four weeks inten- 
sive training in taxes and estate plan- 
ning patterns to prospective trust solici- 
tors. Most of these schools are run by 
competent men and give experienced 
trust personnel a good start, but the 
whole structure of the trust business is 
being undermined by unwillingness of 
banks to pay an adequate salary and by 
hiring men who have no trust back- 
ground. 


Some insurance companies have in- 
cluded sketchy training courses in their 
home office programs; — a few have de- 
veloped a comprehensive course which 
produces some good estate planners. 
The result of this is that for every 
competent underwriter estate planner we 
have scores of agents who put “Estate 
Planning” on their calling cards and 
proceed to set up unworkable, expensive 
plans with harmful results far into the 
future. 


Competent attorneys are becoming 
sour on salesmen calling themselves “es- 
tate planners.”’ From general experience 
they expect most claimants of this title 
to be fast talking salesmen spouting 
clichés and proposing a stereotype or un- 
economic plan designed to sell insurance 
or trusts. Small wonder that a competent 
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professional has to sell himself to the 
attorney. On the other hand, probably the 
majority of attorneys fail to keep pace 
with modern developments, so that the 
documents they draw for their clients are 
expensive taxwise and harmful from the 
human standpoint. 


At least three quarters of the estates 
brought to our bank for planning re- 
quire a complete overhaul with new docu- 
ments and new insurance settlements. 
Here are typical cases from each of the 
planning groups: 

1. An underwriter took A’s insurance 
policies of $100,000 payable on the in- 
come option and qualified them for mar- 
ital deduction to “save A a lot of money.” 
Since the general estate of $100,000 was 
already qualified the actual result would 
have been a heavy loss at the wife’s 
death. This is a very prevalent blunder. 


2. A planner for a large bank sug- 
gested a will giving the testator’s father 
the right to buy close corporation stocks 
(the only assets) at book, which was one- 
half actual value; or if the father was 
dead a brother had the right to take 
the stock on credit, without interest. The 
result? Either the father’s large estate 
would be increased by the difference be- 
tween book and actual value, or if he 
died first the testator’s family would have 
been dependent on the brother’s charity. 


38. A doctor dying of heart trouble 
had his attorney draw a will for his 


CORN EXCHANGE BANK TRUST COMPANY 
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EASTER CROSS OVER WALL STREET 
Persons looking south in Manhattan Friday 
night (April 11) saw this electrical cross 
against the downtown sky. It was illuminated 
in observation of Good Friday on the North 
side of the Irving Trust Co. building, 1 
Wall Street. The cross was seven stories high 
by five windows wide. 
$100,000 estate. The attorney said he had 
to leave half to the children to get the 
marital deduction and drew the will that 


way. Had the doctor not lived long enough 





OFFERS ITS SERVICES 


IN ALL 





to check it, his wife would have been left 
with totally inadequate income. 

The only practical solution is for each 
group to do its own police work. Banks 
should sponsor only men with the proper 
experience and maturity and pay enough 


salary to make estate planning attractive | 


to men of ability. Insurance companies 


sand general agents should deny to un. 


trained men the use of the label “Estate 
Planner,” and check all proposals submit- 
ted by field men. Bar associations can 
sponsor regular courses in taxes, and will 
and trust drafting, and urge their mem- 
bers to attend. 

If nothing is done by the responsible 
members of the various groups in each 
community, customers will be deprived of 
the good planning they need and the ex. 
perienced planner will be prevented from 
offering worthwhile service. 

A Trust Company 
Estate Planner 


A Mid-Western City 


Appreciation from Canada 

We believe that Trust Companies in 
Canada will appreciate very much the 
manner in which you have presented the 
Canadian trust picture in the April issue 
and we believe, too, that the issue will re- 
ceive a wide circulation in Canada. 


E. G. Dewling, Secy., 


The Eastern Trust Co. 
Halifax, N.S. 
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HUMANITIES OF TRUSTEESHIP COUNT 


S IT BECOMES MORE DIFFICULT to make—and keep—an 

honest dollar. thoughtful trustees are giving greater 
attention to the “humanities” of financial management. Cor- 
porate officials whose sole concern used to be the reporting 
of the highest per-share operating profits have found that 
lack of teamwork between employees and management can 
negative the best production brains. and that taxes not only 
nullify the best sales records but also create customer anti- 
pathy as they force price rises. 

The professional fiduciary necessarily reflects these eco- 
nomic conditions to his clients. Even with the enlarged 
choice of the “prudent man rule” it is difficult or impossible 
to keep pace with the beneficiary's increased costs of living, 
or (especially under outmoded fee schedules) to compen- 
sate the fiduciary for the higher costs of doing business. 
Accordingly. the successful executor or trustee is being re- 
quired to look beyond the dollar mark and see what real 
and lasting values he can build or preserve for his benefi- 
clary. 

This condition may be all for the good. in bringing the 
so-called “practical” businessmen and financiers to a better 
appreciation of the reason for their corporate being. That 
purpose is well expressed by the motto of the Prince of 
Wales: “Ich Dien”-—l Serve. Money 


shipped as an end in itself: it really becomes useful only 


has come to be wor- 


when it is parted with or set aside to achieve some worthy 
purpose. The professional advisor on estate or financial 
planning can be of far more than mercenary value to his 
client: management can develop an esprit-de-corps based on 
something stronger than the size of the pay-check, by aiding 
customer and employee toward their real objectives, which 
money alone may fail to achieve. 


Take the 


settlor of a trust, or agency account principal. Emphasis 


initial interview with a prospective testator. 
on tax “advantages” or on investment yields and powers. or 
on “security” for the present estate may be self-defeating 
or even abortive. The cleverest tax plan may put too much 
importance on the saving of “gross” 
rather than on the usefulness of the 


“net” estate. Overreaching for yield, 

or conversely over-limiting of discre- 

tion, is a foolish tempting of the in- 4q ' 
scrutable future. And relative “secur- f f 
ity” is but one of the purposes ls 


of f Jif 
trusteeship. Better diligently to search f } 


out the prospect’s basic concerns and 
objectives and use them, rather than i 
technical law, as the model on which i: 
to design the financial clothing. 

At the same time it may clear the 
air of a potentially dangerous misun- 
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derstanding if the fiduciary frankly remarks that while this 
is the field in which he—and associates—have had much 
experience, even they are human and not infallible. That 
sets the relationship on a man-to-man basis and also opens 
the way to point out the various safeguards which have 
heen found necessary and the facilities available. The 
same understanding should be established in the initial stage 
of beneficiary relations, with the right light put on what 
to the layman is often a mysterious and legalistic rite rather 
than a personal and human service. 


As the investment dollar becomes leaner by taxes and 
depreciation, it becomes more difficult for beneficiaries to 
satisfy their needs, and it can become a thankless job to 
attempt to satisfy them with fiduciary service if it is limited 
to dollar-servicing alone. Many are the instances where 
some kindly advice, an assist on a vexing family situation 
or a friendly touch in an otherwise “routine” report can 
be worth much more than the making of an investment 
“high.” The “foster parent” fiduciary who helps a young 
hoy on the road to a good education or a good vocation has 
given far beyond the “going rate” of income. The executor 
who finds a useful or absorbing interest for a bereaved 
widow has given her an added asset—security against feel- 
ing useless or lonely. The trustee investment manager who 
counsels on some enjoyable or fruitful use of income or 
bequest has built far more good-will than the one who poses 
as St. Financier. To the estate planner—be he attorney. life 
underwriter or trustman—are revealed not only an individ- 
ual’s assets and liabilities but also his hopes and fears. The 
counselor may be able to improve as well as implement a 
testator’s motives and thereby give him a richer life. 

Fiduciaries must give more than money management to 
their charges. for with the funds of testators and trustors 
are reposited also some of their hopes. Is this too costly a 
role? Certainly a distinction must be drawn so that the 
beneficiary appreciates the limits of business time. but it 
can be drawn somewhere beyond the cold-dollar line. at the 

point where the funds have relation- 

ship to their creators’ wishes. The cost 

will prove far less than a continua- 
tion of unjustified rate reductions (in- 
dividual or wholesale), of long tech- 
nical discussions, misunderstandings. 
loss of business and possible litiga- 
tion or bad publicity. A_ little help 
in the better enjoyment or use of 
the 


ultimate values of the immediate and 


money will go far to conserve 


future estate of every associate and 





neighbor as well as customer. 
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Massachusetts Ups Common 
Fund Limit 


Legislation approved in Massachusetts 
last month permits individual trust ac- 
count participation in common trust 
funds up to $100,000, instead of the 
former limit of $50,000. The Bay State 
thus joins Connecticut, Minnesota, New 
York and Pennsylvania in specifying the 
$100,000 maximum in conformity with 
the ceiling set last year by the Federal 
Reserve Board. 


One State, Georgia, allows participa- 
tion up to $150,000 but, as recognized 
in the statute itself, the lower FRB re- 
striction controls. Almost all the other 
jurisdictions with common trust fund 
enabling legislation fix no bounds for 
the amount that any one trust may place 
in the common trust fund. 


A AA 


Program for A. I. B.’s 
50th Convention 


The program for the 50th Annual 
Convention of the American Institute of 
Banking, to be held in the Rice Hotel, 
Houston, June 2 through 6, features at 
its two general sessions addresses by Dr. 
Harold Stonier, executive manager of 
the American Bankers Association, and 
the Reverend William Hills, Vicar of 
Cadboro Bay, Victoria, British Colum- 
bia. The intervening time will be de- 
voted largely to departmental and in- 
stitute conferences on the various phases 
of banking and Institute activities. The 
program for the Trust Business and In- 
vestments Conference, on the morning 
of June 3rd with Charles W. Hamilton, 
vice president and trust officer, National 
Bank of Commerce, Houston, presiding. 
is on the Theme: Trust Business as a 
Career. Topics and speakers are: 

“Development of Trust Business as a 
Career”—William J. Copeland, assistant 
vice president, Peoples First National 
Bank & Trust Co., Pittsburgh. 


“Estate Planning as a Career”—Halsey 
G. Bechtel, Jr., trust officer, Central Trust 
Co., Cincinnati. 


“Investment Management as a Career”— 
O. Roy Stevenson, assistant trust officer, 


Fort Worth National Bank. 


Other Departmental Conferences in- 
clude a Public Relations session on 
the morning of June 4th and a meeting 
on Business Development and Advertis- 


ing, scheduled for forenoon of the 5th. 
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Diamond bracelet (below) weighing over 
30 carats, which was the highest priced piece 
($10,200) sold at auction last month by 
Parke-Bernet Galleries, Inc., New York, on 
order of the executors of the estate of H. 
Sylvia A. H. G. Wilks, daughter of financier 
Hetty Green. The emerald cut diamond in 
the center weighs about five carats, the 432 
round diamonds total about 17.50 carats, and 
the 92 baguettes weigh about 10 carats. 
Shown above is a five-inch Indian carved 
ivory and jeweled elephant, which went for 
$600, one of the smaller prices in the sale of 
178 items which brought $389,915. 

These proceeds wlll be distributed by the 
executors Anna K. Burke and Chase 
National Bank — along with approximately 
$57,000,000 which Surrogate Collins author- 
ized last month to be paid to 63 charitable, 
religious and educational institutions speci- 
fied in the will of Mrs. Wilks who died in 
February 1951. The Surrogate approved the 
accounting which placed the value of the 
estate at about $95,000,000. 
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Trust Council Activities 


April of Life Insurance 
Trust and Estate Planning Councils re. 


meetings 


ported to T.&E. include (see also p, | 


391): 

Southeast Florida: 16th—Merle H. 
Miller, well known tax attorney of In. 
dianapolis, was the featured speaker at 
the regular meeting. 

Detroit: 22nd—Life insurance trusts 
was the topic of the spring meeting, 
with the principal speaker Samuel F, 
Gawne of the local Bar. 

El Paso: 22nd—The third in the se. 
ries of group functions in estate plan. 
ning—the certified public accountant- 
was presented by Paul Carlton, presi- 
dent of the local chapter of C.P.A.’s, 


This Council, organized in January, had | 


67 members as of the latest report, 
membership being open to any member 
in good standing of the local Bar Asso- 
ciation, chapter of the Texas Society of 
C.P.A.’s Life Underwriters Association 
and to trust officers of banks in the 
County. 

Fort Worth: 21st—Local attorney 
l'rank B. Appleman discussed testamen- 
tary disposition by the husband of the 
entire community estate and the use of 
the marital deduction. 

Seattle: 16th—The newly elected 
president is Robert P. Ellick of National 
Bank of Commerce. Vice president is 
John Utter of Equitable Life of Iowa, 
secretary is Carl Dakan of Pacific Na- 
tional Bank, and treasurer is Thomas 
C. Winter of John Hancock Mutual Life. 
Speaker of the evening was Robert J. 
Lawthers, director of benefits and es- 
tate planning at New England Mutual 
Life. 

Milwaukee: 28th—Joseph D. Her- 
ring, New York Life’s consultant on 
advanced underwriting, reviewed cur- 
revt tax situations. 
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SSB Issues Pension Regulations 
The Salary Stabilization Board has 
issued Regulation 6 governing the ap- 
proval of pension and deferred profit- 
sharing plans. Plans will be approved 
provided distributions are not made ex- 
cept in the event of (1) death of the 
employee, (2) his total and permanent 
disability, (3) his retirement in ac- 
cordance with the plan, or (4) expira- 
tion of 10 years from date of first} 
contribution by employer for such par- 
ticipant’s benefit. Plans approved by | 
WSB (see April T.&E., p. 244) need 
not be submitted to SSB. Additional 
costs required by the plan may not be} 
used as the basis for raising prices. 
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Fiduciaries Financial Service 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Complete Estate and Income 
and Interest Tax Administration 
Handling of Security Preparation of Court 
Sales and Purchases Accountings 
Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Department, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 





Member Federal Deposit Insurance Corporation 
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“HIDDEN REVOLUTION” IN RAILROADING 


MAJOR TECHNOLOGICAL, OPERATING AND COMPETITIVE 


DEVELOPMENTS 


JAMES G. LYNE and WILLIAM H. SCHMIDT, Jr. 


HERE IS NO DENYING THAT THE 

RaAILROADS—as a whole, but with 
striking individual exceptions—are “de- 
pressed” earnings-wise, and have been 
for a long time. On the other hand. 
from 1941 to 1951 the “high” in the 
Dow-Jones averages went up 
three-fold for railroad stocks, whereas 
the “highs” of the utilities and the in- 
dustrials only a little more than doubled 
in that decade. The railroads are, prob- 
ably. in as strong a position as they 
economically—to attract the 
bulk of the nation’s rapidly growing 


almost 


ever were 


freight traffic. Technologically their ad- 
vance in the past ten years has gone 
forward more rapidly than at any time 
in the industry’s 125 years of history. 
Their troubles are purely political 
regulation encumbering them as a hang- 
over from the “monopoly” days. and 
too free a subsidy from the public treas- 
ury to rival transportation agencies. No 
other industry except the railroads has 
to wait a year or more after it incurs 
increased costs before it is permitted to 
pass along these increases to its cus- 
tomers in higher charges; and no other 
industry is so hamstrung in being denied 
the right to meet competition where it 
exists without, at the same time, making 
similar reductions where competition 
does not exist. No other industry is so 
slowed down by regulatory inertia, in 
closing down services which changing 
conditions have made no longer remun- 
erative. No other industry is forbidden 
the right to provide alternative services. 
as the railroads have forbidden 
to engage in aviation and barging; and 
are so largely circumscribed in truck- 
ing. If the Studebaker people had been 
treated as the railroads have been. they 
would still be making farm wagons and 
not automobiles. If the utilities had been 
regulated as the railroads have been. 
the gas and electric companies would 
never have been allowed to coordinate 


been 


their services in common ownership; 
and the electric companies would never 
have make reduced 


been allowed to 
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WILLIAM H. SCHMIDT, JR. 


JAMES G. LYNE 


As editor of Railway Age and president 
of Simmons-Boardman Publishing Corp.. 
Mr. Lyne is an acknowledged authority 
in his field, in which he has specialized 
since graduating from the University of 
Kansas. A student of transportation eco- 
nomics, his views command interest. 


A graduate of Rutgers University, Mr. 
Schmidt went to Railway Age after a 
turn with a track gang on the St. Paul 
Railway and is now its Western Editor. 
He served as a Major in the Transporta- 
tion Corps in World War II. 


rates to hold the patronage of large in- 
dustries, unless they had made similar 
and utterly impracticable rate conces- 
sions to retail users. 

The fact that the railroads have been 
remain relatively 


survive and 


strikingly so in some individ- 


able to 
solvent 
ual cases—despite such political limita- 
tions, speaks eloquently for their inher- 
ent economic and technological strength. 
The need is for political realism in 
regulation. To be pessimistic about the 
future of the Railroads is equivalent to 
pessimism about the future of America. 
Such general pessimism may be justi- 
fied, but not when it singles out one 
great American industry. 

\ny appraisal of the present state of 
health and future vitality of the Rail- 
roads must take into account two facts 
which are not apparent at first glance. 
One is the that 


“hidden revolution” 


This study of railroads introduces the 
series of analyses of major industries in 
which institutional funds are invested. 
field will be com- 


The transportation 
pleted in the June issue by reports upon 
motor freight, water-borne cargoes, air 
transport and pipe line transmission. 





Railroads are undergoing in technology, 
in pricing and in status, which is as 
important to them and to the economy 
as more glamorous developments—like 
jet propulsion in commercial aviation 
or color TV. The other fact is that. like 
other businesses, they are separate cor- 
porations. One should not become so 
preoccupied with disquieting national 
averages for roads as a whole that one 
overlooks the fact that the business has 
its well-to-do. as well as its marginal. 
operations, 


A Quiet Revolution 


The revolution on the rails is “hid- 
because technological and other 
this 
times jibe with 


den” 


novelties: in business must at all 


what already exists. 
General Motors doesn't have to wait to 
see what Chrysler thinks before intro- 
ducing a revolutionary innovation —but 
the trains of one Railroad have to move 
on the rails of connecting Railroads, 
and that fact has its drawbacks. Every 
freight car, and most passenger cars. 
that they will 
couple with every other car: can_ be 


must be so designed 
controlled by any locomotive: and run 
on practically every line in the country. 
Every car must be such that it can be 
repaired satisfactorily. and without ex- 
cessive cost or stocking parts, by the 
shortest “short line” in the remotest 
uplands. The 1952 model must be fully 
compatible with the 1930 basic equip: 
ment, 

What is happening technologically on 
the Railroads is, nevertheless. a_ real 
Take i 


probably the most significant technolo- 


revolution. Dieselization; it 1s 
gical advance in railroading in our gen- 
eration. During 1951. diesel locomotives 
handled about 53‘; of the freight ser- 
vice (gross ton miles), about 6347 of 
the passenger service (car-miles); and 
68° of the yard work (yard-switching 
locomotive-hours). The proportion is 
growing every day, yet a bare five 
years prior to 1951. diesels handled less 
than 10 per cent of the freight; 15 per 
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cent of the passenger and less than 30 
per cent of the switching. The first 
diesel for over-the-road freight service 
did not come into being until 1940 and 
the railroads did not go heavily into 
this form of motive power for their 
freight trains until after the close of the 
war. Passenger diesels, though intro- 
duced six years earlier, did not get out 
of the novelty class until shortly before 
the war. Even the switcher diesel dates 
hack only to 1926, and for a decade 
was limited to a few special situations. 
The now-common diesel is actually as 
new to the railroads as TV is to the 
American family. 


Economy Records and Comparisons 


Management embraced the diesel 
largely because it cut costs. Railroads 
themselves were introduced into the 


world for the same reason. as well as 
for their great speed compared with the 
wagon and the flatboat. But the business 
world dug into its pockets to build them 
because they reduced transport costs. 
Similarly. the diesel has many advan- 
tages. like cleanliness, but the pocket- 
book dictated their purchase. For many 
companies. the diesel has meant the 
difference between operating at a loss 

and dying—-or operating at a_ profit. 
President John Barriger of the Monon 
that flatly 


railroad. and other executives have ex- 


made statement about his 


pressed the same judgment. 


for 


it can get 


diesel’s 


the 
more work 


The prime reason 
economy is. that 
out of a dollar's worth of fuel than can 
the 


enhanced the already great economic 


steam locomotive. It has greatly 
superiority of trains. on tracks. over any 
other form of land transport, for mov- 
ing goods with basic fuel economy. A 
typical diesel freight locomotive will 
move 500 tons one mile on a gallon of 


diesel fuel. compared with 75 tons by 





The “Best Friend of Charleston,” 


A 
coe 
- 


first locomotive built in the United States for actual 


railroad service. On January 15, 1831 it was attached to the first trainload of passengers 
ever so hauled in this country (Charleston and Hamburg Railroad) and thereafter operated 
on a regular schedule for six months, traveling fifteen to twenty-five miles an hour. It 
might have continued but for the misguided zeal of a negro fireman who held down the 
safety valve to prevent the noise of escaping steam. He was picked up some distance away 

badly scared and somewhat injured — after the boiler exploded. 
Picture and story from “History of the First Locomotives in America’ by William H. Brown 


the largest highway freighter moving 
over public highways. Your auto moves 
only 20 tons a mile on a gallon of more 
expensive gasoline. A four-engine cargo 
airplane will produce only from & to 
14 ton-miles on a gallon of high-octane 
gasoline, depending upon speed. wind, 


altitude and weather. 
the nation’s fuel 


supply will be further enhanced by a 


Conservation of 


program of research on which the rail- 
find 


whether lower grade diesel fuels (i.e.. 


roads are about to embark to 


with lower octane values) can be used 
in existing motive power without run- 
ning up maintenance costs. If success- 
ful. the project will mean that railroad 
diesels can draw their victuals from a 
wider range of base oils and residues, 
and use more of the leavings of finicky 


oll consumers, 


Returns on diesels vary widely from 
On 


some so-called “short lines” the savings 


company to company. naturally. 
are amazing. One little road, formerly 
using an ancient steam locomotive, long 
since amortized. bought a light diesel 
at a price which was more than the 





The Modern: Diesel Units Hauling Freight On Mountain Grade 


1952 


railroad’s entire gross annual revenue. 
The engine will pay for itself in less 
than seven years. Representative large 
trunk lines in the East. South and West 
report annual savings from diesel power 
thus far installed of 30 per cent on 
their investment. 


sut the ultimate savings from Diesel- 
ization on an individual property will 
not accrue until steam locomotives are 
abolished and the manifold facilities for 
their servicing and repair dismantled. 
Further. whatever the stage of Dieseliza- 
tion, potential economies generally ex- 
ist which are not now realized because 
management has not yet learned all the 
tricks in using a new tool. A diesel loco- 
motive is not just a substitute for a 
steam engine at the head of a train. If 
used properly. the diesel transforms the 
standards and techniques of practically 
every department on the railroad. Steam 
locomotives had to be tailor-made for 
particular jobs. Every branch line had 
its bevy of special locomotives and sup- 
porting facilities. With a diesel. the 
same units which. coupled together. 
haul a_ heavy over the 
main line can be used individually to 
switch sidings on a light duty branch. 
The same unit which hauls a_ crack 
streamliner can also use its “terminal 
layover time” to make a_ round-trip 
“turn” with a suburban commuter train. 
Such flexibility influences a thorough re- 
scheduling of all the trains on a rail- 
road and a complete reorientation of 
reduces 


coal “drag” 


servicing facilities. It greatly 
the number of units of motive power 
required, 

It has been said that the diesel loco- 
motive is “four-fifths electrical.” Things 
like traction motors, generators and 
electrical controls were strange beasts to 
the railroad shopman of steam days, 
and the heavy shop machinery of the 
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past has given way to lighter, more ex- 
pensive precision machinery. In place 
of heavy boring mills, foundries and 
boiler works, planers and forges, the 
railroadman is learning brand new tools 
—air filter washers, lube oil heaters 
and circulators, magnetic and electronic 
testers, dynamic balancers, vapor de- 
greasers, vacuum impregnators, distilla- 
tion units. 


The Diesel revolution has meant to 
the railroadman what a sudden shift 
from gasoline to electric storage battery 
autos would mean to every garage op- 
erator, parts supplier and car owner. 
His successes in learning to use and 
maintain this new tool 
time is a story which experts on educa- 
tion ought to explore. 


in so short a 


Bigger and Faster 


Management has striven for more 
powerful locomotives, and has had to 
pay the cost of roadways which would 
support the consequent weight increase. 
The technological history of railroad 
motive power is largely a race between 
heavier locomotives and heavier track 
structure—with money as umpire. For 
decades the railroads have shown con- 
sistent advances in length and speed of 
trains. But in the last six years—1945 
to 1951—the production of the average 
freight train of all types on all railroads 
(measured both in load hauled and in 
miles covered) increased 26 per cent, 
due largely to the wide substitution of 
Diesel power for Steam. 

This rise in productivity means an 
immensely more economical use of 
manpower; more tonnage per unit of 
fuel consumed; more work from each 
freight car and a reduction in the 
freight-car fleet; the ability to get more 
traffic over the existing trackage of the 
railroads without spending money to 
enlarge the fixed plant. For shippers, 
it makes possible a lowering of in- 
ventory margins and cuts the amount 
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Tie Tampers and Other Track Machinery 
Reduce Maintenance Costs 
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of goods in transit at any given time. 
It is a sure shot in the biggest arsenal 
the railroads have against their compe- 
titors—the ability to move goods in 
mass units. 


There is no sign that the Diesel loco- 
motive has fully matured from its pre- 
decessor of only 15 years ago. Taking 
the present-day product of the largest 
builder as an example, the horsepower 
output per cylinder of the prime mover 
has increased by one-third. and the 
tractive force rating of the traction 
motor has gone up one-fourth, with 
much longer life. Because the Diesel 
locomotive is now manufactured on a 
mass-production basis, its price today 
is hardly any higher than in pre-war 
days—practically the only big and im- 
portant piece of machinery in_ the 
country with so modest a rise in its 
price-tag. 


Turbine & Electric Power 


Nor may the diesel be the last word. 
One big railroad has ordered 10 gas- 
turbine electric for road 
freight service. Several companies have 
on order other oil-burning gas turbine 
units, one of which has been in success- 
ful experimental service for a month. 
Another is having built a steam turbine- 
electric locomotive. A group of coal- 
hauling roads and coal firms are experi- 
menting with a gas-turbine locomotive 
burning coal, instead of oil. Again, the 
once popular straight Electrification (by 
which centrally-generated power _ is 
brought to traction motors) may be re- 
vived, due to a drop in the relative 
level of electric rates versus fuels, stand- 
ardization of distribution systems and 
locomotives and introduction of a simple 
and cheap means of transforming high 
tension electricity to a form usable by a 
railroad locomotive—all of which are 
now actualities. 


locomotives 


Like every improvement on a rail- 
road, Dieselization has forced improve- 
ments in other departments—in some 
cases to solve problems created by the 
diesel itself. Take yard and terminal 
congestion. Surely railroaders aren’t 
poorer operators than they used to be. 
Increased traffic accounts for part of it, 
but the principal reason is that (1) the 
diesel brought longer trains, run less 
frequently and more “bunched”; (2) 
the pace of commercial life, due to 
shorter hours and penalty overtime pay 
for off-hour or off-day shifts, no longer 
permits an even flow of freight through- 
out the day and week. Today the rail- 
roads have to put too much, too fast, 
through too little. 











Yards 


and Money. 


Modern Classification Save Time 


The next big revolution in Railroad. 
ing will probably lie in the yards and 
terminals. As a matter of fact, the revo- 
lution has already started. In the period 
1927-1930, some 25‘¢% of total expendi- 
tures for improvements to fixed proper- 
ties were for additional capacity out on 
the line. In 1946-1949. only 6% 
expended for this purpose, and a large 


was 


proportion of total monies went for new 
or improved yards. In 1950 and 1951, 
this trend was accentuated. There is no 
reason to run the wheels off cars out on 
the road, then lose the benefit of speed 
in congested yards. And there is addi- 
tional incentive in the large operating 
savings which modern yards produce— 
chiefly by making it possible for fewer 
men and yard engines to do the work. 
One project, costing $3.5 millions. will 
produce savings of 30 per cent a year 
on the investment. Another yard, cost- 
ing $3 million, will return 23 per cent 
the first year, and more thereafter. An- 
other, costing $11 million, is expected 
to yield at least 40 per cent on its cost 
every year. 

Yard modernization comprises a big 
shelf of worthwhile “public works”— 
privately paid for—for success in break- 
ing a traffic log jam at key points pro- 
duces a new bottleneck congestion in 
tributary yards. 


Lo, The Poor Gandy Dancer 


Because most wartime and postwar 
wage increases on the railways have 
been “flat,” the percentage inflation in 
the wage rates of track laborers has 
probably been higher than that of any 
other of worker. Before World 


(Continued on page 360) 
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me 
Mr. eeeeeeveses 
@seeeeeereseese 


vad. 
and Dear Mre eceocccoe? 
tir Your queries with regard to the Group Plan of investment counsel offered 
i by Studley, Shupert & Company are interesting. I had never before thought of the 
— Group Plan in the light of saving operational costs principally because they supply 
per- a facility which we did not heretofore have available to us, I believe you will 
= find that in the average small, and even some medium sized, Trust Departments 
—_ the investment phases of the operation have been sadly neglected, Few, if any, of 
irge these departments have adequate statistical information available to them to enable 
new them to make a reasonably prudent decision with regard to any particular investment, 
51, Possibly this neglect is a product of the era when mortgages were considered to be 
no the supreme and only investment for trust funds, The lack of an Investment 
on Department is more apparent in these days of the Shattuck-Headley discussions, 
eed Consequently, to the majority of small trust departments the Studley, Shupert 
ddi- service is not a replacement nor a supplemental plan, but rather an initial effort 
ting to supply a non-existent service, 
wer Now that we have had almost four years experience under the Group Plan, 
ole I do not know how we could get along without it. The special reports which 
will Studley, Shupert Company prepare are little Bibles of investment philosophy whi ch 
ani I find to be of invaluable aid, It would certainly keep one man busy all the time 
“i to supply us with the basic factual data which is part of the Plan, and at that I 
question whether he could cover the ground, Obviously, there are tremendous 
com savings in this respect, When I stop to think of the great amount of source 
An- material which we would have to purchase in order to obtain the information which 
cted the Plan sends to us, the cost becomes prohibitive, 


cost 


There are so many other uses and applications for the service that I 
big suggest that you get in touch with Mr, William H. Shupert, who I am sure will be 
” pleased to send you whatever information you might require, 


eak- 


pro- Sincere av, 

al Ye 
ECC:M Trust Officer 

twar , 

has Ve trees thers ‘ . 


any 


GEIL 
orld V4 Provided rd} tilly, UVVLy 3, Ger. 
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HREE QUARTERS of the 87 
=. Common Trust Funds which 
have been in operation more than a 
year held preferred stocks in amounts 
up to 20% of their respective portfolios, 
as of the dates of their last annual re- 
ports ranging from April 1951 to Jan- 
uary 1952. Nine Funds held no pre- 
ferred stocks, and the rest held them 
in amounts ranging from less than 1% 
to over 40° of their respective princi- 
pal totals as indicated in the accompany- 
ing table. 
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PER CENT OF 
THE 87 FuNpDs 


PER CENT OF PORTFOLIO 
IN PREFERREDS 


None 10.3°% 
Under 10° 42.5 
10-20% 32.2 


20-30% 11.5 
30-40% 2.3 
40-50% 2 


A TRusTs AND EstTATEs analysis shows 
$89,945,732 invested in preferreds out 
of a total principal of $685,848.402, for 
an over-all average of 13.1°7. The com- 
bined portfolio of the 87 Funds showed 
the following diversification. 











omvvvon 


31.7% 
10.2 


Government Bonds 
Other Bonds 

Preferred Stocks 13.1 
Common Stocks 43.9 
Cash, etc. 1.1] 


These proportions vary slightly from 
those of the September, 1951, study 
(T.&E., 9/51, p. 576) of the 76 discre- 
fund reports then available, 
wherein $83.7 million of preferreds rep- 
15% of a total portfolio of 
over $558 million. 


tionary 


resented 


Altoether 459 different issues of pre- 
ferreds representing 360 different com- 
panies were included in the holdings of 
the 87 Funds, which is 35 more issues 
and 17 more companies than appeared 
in the list compiled from the 76 reports 
studied The 
change occurred in the utility group. 


last September. major 
where there was a net gain of 18 issues, 
while the chemical 
with a net gain of seven. 


group was second 


Continued evidence of the wide va- 
riety of investment selection exercised 
by trustee investors appears in the fact 
that no issue was held by more than 


! 


MOON TREES] 
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STOCKS 


Funds, and 229 (half the 
total number) appeared each in three 
Funds or less. As many as 197 of these 


2 issues 


issues were held by only one Fund 
apiece. 

Among the 459 preferred stocks se- 
lected by the various trust investment 
were guaranteed 


committees & com. 


mons, 72 were convertible preferreds 
and all but 9 were cumulative. 

The complete list of preferred stocks 
is published herewith, but it is impor- 
tant to reiterate that the inclusion of 
any particular issue is not evidence that 
it is currently being held or purchased 
by trustees. as changes may have been 
of the 87 

the 


which this study is based. The list is 


made in any. or all Funds 


since publication of reports on 


rather a general picture—for study or 
for future reference—of what prudent 
investors were considering in the pre- 
ferred stock section of the portfolio 
over a twelve month period. 

The the 
name gives the number of Funds hold- 


figure opposite company 
ing that issue according to the annual 


reports covered in the analysis. 


(*Convertible: 2Non-cumuiative; *New in composite portfolio) 


Avuromotive (& RUBBER) National Gypsum $4.50* 2 Victor Chemical Works 3!» 1 General Baking $8 1 
- Pabco Products 4* 1 +Victor Chem. Works 4 2nd 1 General Foods $3.50 7 
s Che (rs 314% , . : s r 
Aa Chammere 8%° | a6 Sherwin-Williams 4 2 General Mills 5 5 
Armstrong Rubber 4%, * 2 - fe ‘ . . His 2% * } 
, > U. S. Gypsum 7 2 FINANC General Mills 3-*, 3 

Borg-Warner 3! 5 INANCIAL : : 
rage vl U. S. Plywood 3% ‘A’ 4 Godchaux Sugars $4.50 Prior 2 
Cleveland Graphite Bronze 414 1 4 S Dios en «nee tes ee Cities, Site - 1 

Wicestene Sve & Babher 6% - +U. S. Plywood 3°, ‘B 1 Beneficial Indus. Loan $3.25* 3 ‘olden § tate 4 
Fruehauf Trailer 4 ” q Chicago Corp. $3.* 1 Griesedieck West. Brew. 5 1 
‘ . 
General Motors $3.75 19 CHEMICAL & Druc Commonwealth Loan 4 l H. J. Heinz 3.65 2 
General Motors $5 12 7 —_ , Dun & Bradstreet 4}. l Geo. W. Helme 7# 1 
Gen. Tire & Rubber 3% 2nd* 2 +Abbott Laboratories 4* » Sere Pee. Crem) ; Hershey Chocolate 41, ‘A’ 4 
Gen. Tire & Rubber 4%, 1 Amer. Cyanamid 3!, ‘B’* Gieke ———— Fire Ins. Pe Horn & Hardart 5 2 
B. F. Goodrich $5 2 Atlas Powder 4 ‘A’* 7 denen yo =e a Hunt Foods 5 ‘A’ 1 
Goodyear Tire & Rubber 5* 1 Bristol-Myers 3/3/'4 1 tne a seca * ‘ : Liggett & Myers 7 7 
Houdaille-Hershey 2% 1 Colgate-Palmolive-Peet $3.50 2 sarine Midland Corp. 2.125° P. Lorillard 7 4 
cc 6 . . : ’ ar e diane JOTP. 2.120 
McQuay-Norris Mfg. 414* 2 +Diamond Alkali 4.40* 1 +Marine Midland Corp. 414* 1 National Biscuit 7 6 
Standard Steel Spring 4* 1 Dow Chemical $4 ‘A’ 4 . : - . A i istillers 41,°% 6 
Maryland Casualty $2.10 5 +National Distillers 444 
Thompson Products 4 3 E. I. duPont deNemours $3.50 8 . < a ge +Nations fatillars 41 1 
: : Maryland Casualty $1.05* 2 National Distillers 4% 
United Aircraft 5* 9 E. I. duPont deNemours $4.50 13 “ete ‘at Ws ora > ; , 9 
U. S. Rubber 8# 5 iitevabew Cheuiee? 614° re Providence-Washington Ins. $2 2 Pet Milk 41. 2 
or ue H heoies Po se ie - 2 a Solvay American 4* 2 Philip Morris 4 7 
i ee ee a ro re Tri Continental $6 1 Philip Morris 3.90 2 
J iG eyden Chemical 3'. ‘/ ‘ : 2 

— 7 as Pillsbury Mills $4 1 
Interchemical 41. 2 , . i : ; - 
Amer. Radiator & Stand. San. 7 1 +International Min. & Chem. 4 2 Foops (Beverace & Tospacco) Quaker Oats 6 ao 
Armstrong Cork $3.75 ‘A’ 5 +Kendall $4.50 1 Ralston Purina 3-%%4 3 
Armstrong Cork $4* 7 Liquid Carbonic 3'2* 2 American Snuff 6# I R. J. Reynolds Tobacco 3.60 9 
Celotex 5 1 +Mathieson Chem. 414* 2 American Tobacco 6 6 R. J. Reynolds Tobacco 412 6 
Cook Paint & Varnish $3 ‘A’ Merck & Co. $3.50 4 +Beatrice Foods 3%, 1 South Porto Rico Sugar & 1 
Prior 1 +Merck & Co. 4* 2nd 3 Canada Dry Ginger Ale $4.25* 1 Shendued Mrandaits Sb 4 
Crane 3% .. 1 Chas. Pfizer & Co. 4* 2nd 11 Carnation 3-% Ist 1 nag ae a dias - 
Flintkote $4 3 Rohm & Haas 4 ‘A’ 2  #Clinton Foods 41%4* [ee 2 

Glidden 4%* 3 Sharp & Dohme $4.25 2 Continental Baking $5.50 1 Universal Leaf Tobacco 8 
Minneapolis-Honeywell Reg. E. R. Squibb & Sons $4 6 Corn Products Ref. 7 4 Wesson Oil & Snowdrift $4* 2 
3% * 9 Sterling Drug 3'% 3 Froedtert Grain & Malting $2.20 2 Wilson & Co. $4.25 1 
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Gas & OL 


+Arkansas Natural Gas 6 
Ashland Oil & Ref. $5 

Atlantic Refining $3.75 ‘B’ 
Brooklyn Union Gas 5* 

El Paso Natural Gas 4.10 

+E] Paso Natural Gas 4.40* 
Kansas-Nebraska Natural Gas $5 
Minneapolis Gas $5 

Minneapolis Gas $5.10 
Minneapolis Gas $5.50 
Minneapolis Gas $6 

National Cylinder Gas 414 
Oklahoma Natural Gas 4-4 ‘A’ 
Pan Amer. Petrol. & Transport 4 
Panhandle Eastern Pipeline 4 
Pure Oil 5 

Standard Oil of Ohio 3-"4 

Sun Oil 4% ‘A’ 

Sunray Oil 4% ‘A’ 


Tenn. Gas Transmission 4.10 
Tenn. Gas Transmission 4.25 
Tenn. Gas Transmission 4.60 
Tenn. Gas Transmission 4.64 
Tenn. Gas Transmission 4.65 
Tenn. Gas Transmission 5.10 


Texas East’n Transmis’n $4.50* 
*Texas Gas Transmission 5.40 


+Transcontinental Gas Pipe Line 


$2.55 


Union Oil of Calif. $3.75 ‘A’ 
*Warren Petroleum 3'.* 


MACHINERY 


Amer. Machine & Foundry 3.90 
Bell & Howell 41, 

Bucyrus-Erie $7 

iJ. I. Case 7 

Caterpillar Tractor 4.20 
Cherry-Burrell 4 
Cornell-Dubilier 
Deere & Co. 7 
Industries 3-*, 


Flee. 35.25 


Dresser 


Ekeo Products 41. 


Food Mach. & Chem. 3',* 
Food Mach. & Chem. 3-*, 
Gardner-Denver 4 





COMPLETE SERVICES IN 
U. S. GOVERNMENT, STATE 
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General Cable 4 Ist 

General Time 4% 

R. Hoe & Co. $1 ‘A’ 

Ingersoll Rand 6 

International Harvester 7 

tITE Circuit Breaker 414* 
National Supply 41 

Oliver Corp. 41%* 

Phileo 3-% ‘A’ 

Radio Corp. of Amer. $3.50* Ist 
Remington Rand $4.50 

Rheem Manufacturing $4.50* 
Servel 4.50 

Shellmar Products 4-% 
*Shellmar Products 414* Ist Ser. 
Sylvania Elec. Products $4 
+Sylvania Elec. Products 4.40* 
United Shoe Machinery 6 
Westinghouse Elec. 3.80 ‘B’ 
York Corp. 4'.* 


MERCANTILE 


Aldens 4', 

Allied Stores 4 

*+Associated Dry Goods 514 
Bullocks 4 

Butler Bros. 4% 

Colonial Stores 4 

*Colonial Stores 5 

*City Stores 41%4* 

Edison Bros. Stores 414 
Federated Dept. Stores 41, 


Food Fair Stores $4.20 
Gimbel Bros. $4.50 
W. T. Grant a, 


2. 
Halle Bros. $2.40 
Hecht 3-", 
Higbee 5 

Jewel Tea 3-"%4 
‘Lane Bryant 414 


Lerner Stores 41'. 


R. H. Macy 4% ‘A’ 
Marshall 
May 
May 
McCrory Stores 
Ward $7 ‘A’ 

Hardware 5 


Field 4), 

Dept. Stores $3.75 1947 
Dept. Stores $3.75 
3.50* 
Montgomery 
Moore-Handley 


* 


NEW YORK REPRESENTATIVE 
HANOVER 
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G. C. Murphy 4-% . 
National Tea 4.20* - 
Neisner Bros. 4-%4 
J. J. Newberry 3-% 
Red Owl Stores 4-%* 
Safeway Stores 4 1 
Ed. Schuster 4%4 
Wieboldt Stores $4.25 

Metats & MINERALS 
+Allegheny Ludlum Steel $4.375* 
Aluminum Co. of Amer. 3.75 
Amer. Potash & Chem. $4 ‘A’ 
Amer. Smelting & Ref. 7 
Bethlehem Steel 7 
M. A. Hanna $4.25 
International Nickel 7 
Jones & Laughlin Steel 5 ‘A’ 
Minnesota Mining & Mfg. $4 
National Lead 6 ‘B’ 
National Lead 7 ‘A’ 
Republic Steel 6* ‘A’ Prior 
U. S. Smelting, Ref. & Mining 7 


U. S. Steel 7 1 
Wheeling Steel $5 Prior 

Paper & GLAss 
American Can 7 1 


Anchor Hocking Glass $4 
Champion Paper & Fibre $4.50 .. 
Container Corp. 4 
Continental Can $3.75 
Corning Glass Works 3}. 1947 
Crown Cork & Seal $2 
Crown Zellerbach $4.20 
Hollingsworth & Whitney $4 
International Paper $4 
Kimberly Clark 4}. 

Marathon 5 

Mead 4%, Ist 

Mead 4 2nd* 

Penn Glass Sand 5 

Scott Paper $4 

West Va. Pulp & Paper 4}. 
*Oswego Falls 5* ‘A’ 





FRANKLIN 2-7070 


2-1572 
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Bond Department 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 
BELL SYSTEM TELETYPE CG-368 


15 BROAD STREET 
BELL SYSTEM TELETYPE NY 1-853 


Seattle Public Library 


TEXTILES 


American Viscose 5 

Avondale Mills $4.50 

A. S. Beck Shoe 4% 

Burlington Mills 4 

Celanese 7 2nd ou 
Celanese 414 ‘A’* aaeae 
Cluett Peabody 7 
Endicott-Johnson 4 

General Shoe $3.50 

P. H. Hanes Knitting 5 

Kendall $4.50 ‘A’ : 

M. Lowenstein & Sons 44 
fRobbins Mills 444* ‘A’. s 
Alex. Smith & Sons Carpet 4.20 


TRANSPORT 


American Airlines 312* 
American Brake Shoe 4* 


_ 


American Locomotive 7 


Atchison, Topeka & Santa Fe 54 1 


7Atlanta & Charlotte Air Line 
Guar. Com. 

Atlantic Greyhound 4 

Carolina, Clinchfield & Ohio 5 
guar. capital 

Chesapeake & Ohio 3%* 

Chicago, Rock Is. & Pac. 5 ‘A’* 

+Dela. & B’nd Brook guar. com. 

+Great Northern $6 

Greyhound 41,4 

7N. Y., Chic., & St. Louis $6 ‘A’ 

Norfolk & Western 4¢ 

North Penn. guar. com. 

Norwich & Worchester 8 guar. 

+Peoria & Bureau Valley 
guar. com. 

Philadelphia, Germantown & 
Norristown $6 guar. 

Pitts., Ft. Wayne & Chic. 7 guar. 

Reading 4 Ist = 

Reading 4 2nd = 

Seaboard Air Line 5 ‘A’* = 

Union Pacific 4 

7United N. J. R.R. & Canal 
guar. com. 

Virginian Rwy. 6 
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Western Pacific 5 ‘A’ p.t.c. 1 
Wheeling & Lake Erie guar. com. 1 


UTILities 


Alabama Power 4.20 
Alabama Power 4.60 .. 
Appalachian Elec. Pwr. 4% 
Atlanta Gas Light 4% .._. 


California Elec. Pwr. $2.50 
California Oregon Pwr. 4.70 
California Oregon Pwr. 6 1926 
California Oregon Pwr. 7 
Carolina Power & Light $5 
Central Ill. Elec. & Gas 4.10 ‘A’ 
Central Illinois Light 4% 
Central Louisiana Elec. 4% 
Central Telephone $2.50 ‘A’ 
Cincinnati Gas & Elec. 4 
City Water Co. of Chattanooga 5 
Cleveland Elec. Illum. $4.50 
C’st Counties Gas & Elec. 4.80 ‘B’ 
Coast Counties Gas & Elec. 4 ‘A’ 
Columbus & So. Ohio Elec. 44 
tCommonwealth Edison * _. 
Conn. Light & Power $2.00 
Conn. Light & Power $2.20 
Conn. Light & Power $2.04 
Consolidated Edison of N. Y. $5 2 
Consol. Gas, Elec. Lt. & Pwr. 
of Baltimore 4% ‘B’ 
Consol. Gas, Elec. Lt. & Pwr. 
of Baltimore 4 ‘C’ 
Consumers Power $4.50 
Consumers Power $4.52 


Dallas Power & Light 4% 
Dayton Power & Light 3-% ‘A’ 
+Dayton Power & Light 3% ‘B’ 
Dayton Power & Light 3.90 ‘C’ .. 
Delaware Power & Light $4 
Delaware Power & Light 3.70 
Duquesne Light 3.75 
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Empire Dist. Elec. 5 
Florida Power 4.90 

Florida Power 4.60 
+Florida Power & Light 414 
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General Telephone 4.40* 
Georgia Power $6 Ist 
+Georgia Power $5 

+Gulf Power 4.64 - 

Gulf States Utilities $4.40 
*Gulf States Utilities 4.20 
Houston Lighting & Power $4 
Idaho Power $4 

Illinois Power 4.08 

tIillinois Power 4.26 

Indiana & Mich. Elec. 4-% 
Interstate Power 4.70 

Iowa Elec. Light & Power 4.80 


jLong Island Lighting 514 ‘A’ 
Louisiana Power & Lt. $6 
Metropolitan Edison 3.90 
+Metropolitan Edison 3.80 
Metropolitan Edison 3.85 
Metropolitan Edison 4.35 
Missouri Power & Lt. 3.90 
Monongahela Power 4.40 
Monongahela Power 4.80 ‘B’ 
Monongahela Power 4.50 ‘C’ 
Narragansett Elec. 4% 

New England Power 6 

New Orleans Pub. Serv. 4-% 
N. Y. State Elec. & Gas 4% 

N. Y. State Elec. & Gas 3-% 
Niagara Mohawk Power 3.60 
Niagara Mohawk Power 3.90 
Niagara Mohawk Power 3.40 
Niagara Mohawk Pwr. $1.20* ‘A’ 
Northern Indiana Pub. Serv. 4% 
Northern States Power $3.60 
Northern States Power $4.10 
Northern States Power $4.80 
Ohio Edison 3.90 

Ohio Edison 4.40 

Ohio Power 4% 

Oklahoma Gas & Elec. 5% 
Pacific Gas & Elec. 4.80 Ist redm. 
+Pacific Gas & Elec. 5 1st redm. 


Pacific Lighting $4.50 


Pacific Tel. & Tel. 6 
Peninsular Tel. $1 


+Penn. Power 4.24 


Iowa Southern Utilities 54%* Penn. Power 4.25 

Jersey Central Power & Lt. 4 Penn. Power & Lt. 4% 
Kansas City Power & Light 3.80 Penn. Power & Lt. 4.60 
Kansas City Power & Light 4 .. Penn. Telephone $2.10 
Kentucky Utilities 4-% Penn. Telephone $2.25 


Philadelphia Co. 6 
+Philadelphia Co. 3 
Philadelphia Elec. 3.80 


Philadelphia Elec. 4.40 


Potomac Elec. 3.60 ‘A’ 
Potomac Elec. 3.60 ‘B’ 


$1.40* (pref. com.) 


San Diego Gas & Elec. 


Seranton Electric 3.35 

+Scranton Electric 4.40 

Scranton Spring Brook 
Service 4.10 


eI OMNWOMAhR WN OH Ohh Oe Ree DH OH REY EE PND eR EOE NOP Oe he OO 





Over-All Economic Health 

Diagnosed by Dr. Reierson 

A fairly optimistic view of the econ- 
omy over the near term is presented by 
Dr. Roy L. Reierson, vice president of 
the Bankers Trust Co. of New York 
City, in a recent report to the bank’s 
executives. Asserting that present busi- 
ness activity would continue to find sup- 
port from plant and equipment expendi- 
tures, public and private construction, 
and increased defense activity, Dr. 
Reierson sounded a note of caution re- 
garding the three areas of imponder- 
ables which might upset the best-reason- 
ed conclusions. 


The first unknown is labor, in which 
field the steel situation currently holds 
attention as the target and pattern for 
all labor leaders. The successive rounds 
of wage increases, far in excess of in- 
dustrial productivity, have been an in- 
flationary factor of importance, al- 
though thus far absorbed relatively 
well by the economy. Dr. Reierson fears 
the probable adverse effects of this 
seventh upward wage boost which will 
in all likelihood have to be absorbed 
in part from corporate profit margins. 
In that event, the effect upon the Treas- 
ury’s tax receipts will be immediately 
felt through the shrinkage in excess 
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profits tax by reason of the fact that 
the corporation rate is higher than the 
tax to the wage recipient. The Treasury’s 
costs on purchases of the products of 
heavy industry will also increase its ex- 
penditures. Nor is it likely that labor 
will find its situation as attractive as a 
wage increase would seemingly make it 
appear for higher prices may bring, to- 
gether with a clouded investment out- 
look for American industry, lower pro- 
duction schedules and reduced employ- 
ment. 


International developments cannot be 
overlooked in assessing the economic 
picture. A Korean armistice would prob- 
ably increase public demand for lower 

COMMON TRUST FUND CHANGES 
Since publication of the list of Com- 
mon Trust Funds then in operation 
(T.&E. 3/52 p. 170) information has 
been received that a discretionary 
fund was established by American 
Trust Co., Charlotte, N. C., on Octo- 
ber 1, 1951, and Funds B and C at 
Equitable Trust Wilmington, 
Del., were merged (effective Febru- 
ary 29, 1952) as Fund C. 


On April 30, 1952, Bank of the 
Manhattan Co., New York, estab- 
lished a Legal Fund. 


Cow 





Pacific Gas & Elec. 5 redm. Sierra Pacific Power 6 

Ist ‘A’ South Pittsburgh Water 41% 
Pacific Gas & Elec. 5% Ist tSouthern Calif. Edison orig. pfd. 
Pacific Gas & Elec. 6 Ist 1 Southern Calif. Edison 4.08 


Pacific Pub. Serv. $1.30 1st 


Pennsylvania Elec. 3.70 ‘C’ 
Pennsylvania Elec. 4.05 ‘D’ 
+Pennsylvania Elec. 4.70 ‘E’ 
Pennsylvania Elec. 4.40 ‘B’ 


+Penn. Water & Power $5 


+Philadelphia Elec. 4.30 


Philadelphia Elec. $1* pref. 
Phila. Suburban Water 3.65 
Potomac Edison 4.70 ‘B’ 


Public Service of Colorado 4% 
Public Service of Indiana 3% 

Public Service of Oklahoma 4 

Public Service Elec. & Gas 


+Public Service Elec. & Gas 4.70 
+Public Service Elec. & Gas 4.08 
Rochester Gas & Elec. 4.10 ‘H’ 
Rochester Telephone 414% 

San Diego Gas & Elec. 4% 


San Diego Gas & Elec. 4.40 
San Jose Water Works 4-%* ‘B’ 
San Jose Water Works 4-% ‘A’ 


Southern Calif. Edison 4.32 
Southern Calif. Edison 4.48* 
Southern Calif. Edison 4.56* 
Southern Calif. Edison 4.88 
Southern Indiana Gas & Elec. 4.8 
Southwestern Pub. Serv. 3.70 
Southwestern Pub. Serv. 4.15 
Texas Electric Serv. 4 

Texas Electric Serv. $4.56 
+Texas Power & Light $4.56 
Toledo Edison 4% 

tThomas A. Edison 6% 

Union Elec. Co. of Mo. $3.50 
Union Elec. Co. of Mo. $3.70 
Union Elec. Co. of Missouri $4 
Union Elec. Co. of Mo. $4.50 
Virginia Elec. & Power $5 
*+Virginia Elec. & Power $4.20 
Washington Gas Light $4.25 
Washington Gas Light $4.50* 
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1 West Penn. Power 4.10 ‘C’ 

1 West Penn. Power 4.20 ‘B’ 

1 West Penn. Power 4}!. 1 

1 West Texas Utilities $6 

2 Wisconsin Elec. Power 3.60 

1 Wisconsin Elec. Power 6 

1 

1 MISCELLANEOUS 

2 

5 +Air Reduction 4.50* 1 

1 Carson Pirie Scott 4% 1 

1 Chatham Manufacturing 4 1 

3 Columbia Pictures $4.25 1 
5 1 Diamond Ice & Coal 5 2 

1 Diamond Match 6 1 

1 +Diamond Match 1.50 8 

: Julius Gutman 4-% 1 

3 Koppers 4 2 
Water May-Stern 5 1 

5 Talon 4 1 

taxes and defense cuts. thus speeding 


the time when the defense program will 
commence to lose its force as an eco- 
nomic impetus. However, says Dr. Reier- 
son, a flare-up in any one of the world’s 
many potential trouble could 
bring a renewal of the usual symptoms 
of scare buying, inflationary pressures, 


spots 


speed-up of defense allocations and civil- 
ian restrictions. 

The 1952 political picture presents 
broad possibilities in regard to the de- 
gree of activity to be assigned to the 
various main governmental projects, 
such as defense, military and financial 
support overseas and social welfare at 
home. The programs are in existence 
but the treatment of each will depend 
upon the party in power. It is the opin- 
ion of Dr. Reierson that the administra- 
tion philosophy of responsibility for 
production, prices and employment in a 
depression period is fundamental. If it 
insists upon a state of hyper-employ- 
ment under all conditions rather than 
accepting moderate cyclical fluctuations 
in business, we shall see more inflation- 
ary consequences of the type already 
evidenced. A sound economy would be 
better served by moderate cyclical fluc- 
tuations through more competitive mar- 
kets and more flexibility and adapta- 
bility in business management. 


TRUSTS AND ESTATES 
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Illinois Trust Division 
Elects Charlton 


With some 165 delegates representing 
trust departments of 55 Illinois banks, 
the 15th annual meeting of the I.B.A. 
Trust Division at LaSalle on April 24th 
proved to be one of the best in its his- 
tory. C. D. Charlton, vice president and 
trust officer of the LaSalle National 
Bank in the host city, was elected presi- 
dent of the Trust Division, succeeding 
John B. Happ, vice president and trust 
oficer of the First National Bank and 
Trust Co., Evanston. Charles W. Eliason, 
Jr.. trust officer of Commercial National 
Bank of Peoria, was chosen vice presi- 
dent, and Douglas Graves of The North- 
ern Trust Co. in Chicago, was named to 
head the Farm Management Section of 
the Trust Division. Association secretary 
Kirk E. Sutherland continues as secre- 
tary of the Trust Division also. 

Following committee reports, Frank- 
lin Townley of Kennedy Sinclaire, Inc. 
described techniques in selling trust 
service. The function of common stocks 
in an investment program was the sub- 
ject of an address by Dutton Morehouse. 
manager of the Chicago office of Brown 
Bros. Harriman & Co. The performance 
of mutual funds was next appraised by 
Mr. Eliason. The concluding speaker 
was Victor Cullin, vice president of Chi- 
cago Title and Trust Co., who analyzed 
the results of women’s finance forums 
as trust developers (see page 379). 
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Vernon Heads Kansas 
Trust Division 


William H. Vernon, vice president 
and trust officer of the Hutchinson State 
Bank, was elected president of the Kan- 
sas Bankers Association Trust Division 
at its annual meeting on March 27th, 
which was reported in the April issue 
(p. 251). Robert C. Guthrie, trust officer 
of the National Bank of Topeka, was 
advanced to vice president, and the new 
secretary-treasurer is Thomas C. Hurst, 
assistant trust officer of the Commercial 
National Bank, Kansas City. 

The Trust Division unanimously ap- 
proved a resolution to the effect that 
when Missouri adopts reciprocal legisla- 
tion on the rights of foreign trust insti- 
tutions to accept appointments under 
instruments executed by residents, the 
officers of the K.B.A. Trust Division will 
promptly consider the establishment of 
reciprocal legislation in Kansas. (For 
background on this question see Dec. ’51 
T&E, p. 840.) 


May 1952 





ILLINOIS BANKERS ASSOCIATION OFFICIALS 


Seated: (1. to r.) Clarence D. Charlton, newly elected President of Trust Division; John 
B. Happ, retiring President of Trust Division; Ben H. Ryan, president, Illinois Bankers 


Association, president State Bank of East Moline. Standing: Charles W. Eliason, Jr., 


Vice 


President of Trust Division; Kirk E. Sutherland, Secretary, Illinois Bankers Association 
and Trust Division; and Douglas Graves, president. Farm Management Section, Trust 
Division. 


Connecticut Trusts Up 8% 


Total trust funds administered by 
state banks and trust companies in 
Connecticut showed a gain of eight per 
cent over a period of fifteen months, ac- 
cording to figures recently published by 
State Bank Commissioner L. K. Elmore. 
At the end of 1951, trust departments 
were handling $809,212,402 in 11,663 
estates, trusts, and agency accounts. This 
was almost exactly $60 million above 
the $749,666,957 held in 11,351 accounts 
on September 30, 1950, date of the pre- 
vious annual report. 


Nearly half the total ($403,883,878) 
for 1951 represented 6.871 conservator, 
guardian, trustee and similar accounts. 
There were 3,910 agency, custodian, 
safekeeping and similar accounts with 
$352,890,572, while 882 executorships 
and administratorships accounted for 
$52,437,952. 

Close to 60% ($459,022,269) of the 
total funds was in stocks, with a little 
over 30% ($250,960,969) in bonds, 
there being no significant variation from 
the diversification revealed in the 1950 
data. 


Income-wise, the trust departments 
showed gross earnings of $3,152,000 
which was almost 11% of total current 
operating income of all 55 reporting 
banks including seven without trust as- 
sets. The dollar amount was about 11% 
over the 1950 figure of $2,851,000 which 
represented a similar ratio to total earn- 
ings. 


Nutmeg Trustmen Meet 


The annual Trust Conference of the 
Connecticut Bankers Association, held 
at New Haven on May 7th, followed the 
traditional pattern of principal ad- 
dresses at the morning session and a 
question-box period in the afternoon. 


Following remarks by Bank Commis- 
sioner L. K. Elmore, Richard P. Chap- 
man, executive vice president of Mer- 
chants National Bank of Boston, dis- 
cussed current trust investments. Next, 
Reese H. Harris, Jr., vice president of 
Hartford-Connecticut Trust Co., pre- 
viewed trust legislation at the coming 
session. 

Moderator of the panel was, as usual, 
G. Harold Welch, association president 
and vice president of the New Haven 
Bank, N.B.A. His team of experts con- 
sisted of J. Gordon Atkins, vice presi- 
dent and trust officer of Stamford Trust 
Co., (administration) ; Herbert Brucker, 
editor of The Hartford Courant (public 
viewpoint); Charles K. Gordy, C.L.U. 
(life insurance and estate planning) ; 
and Judge Patrick Healey, associate 
trust officer of Citizens and Manufac- 
turers National Bank, Waterbury (legal 
aspects). 


A A A 


Trust Income in Kansas 


Trust departments in Kansas state 
banks and trust companies grossed 
$48,805 last year, off about 15% from 
the 1950 sum of $56,854. 
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PERSONAL TRUSTS: 

In some of the older trusts with 
substantial capital gains, some invest- 
ment officers are chipping off the profits 
from common stock holdings and going 
into preferreds and bonds. In other in- 
stances they are switching from durable 
goods stocks to defensive issues—for ex- 
ample, from electrical equipment into 
public utilities, from the motor indus- 
try into bank or insurance stocks. 
Among preferred stocks the first to find 
favor are those with sinking funds: 
second choice, convertibles available on 
a money rate or near money rate basis. 
Among bonds, sinking fund issues are 
also receiving first consideration; first 
mortgage bonds come next, and con- 
vertible bonds attractive on the 
same standard as convertible preferreds. 


are 


There is a growing feeling among 
more conservative portfolio managers 
that there has been a change in the 
fundamentals governing their choice of 
securities. They feel that the forces 
which have worked toward inflation 
since the early days of the New Deal 
have temporarily spent themselves or 
turned into deflationary channels. Re- 
lating this view to the Government bond 
market, they say that the Federal Re- 
serve Board is following orthodox polli- 
cies, not 1928 orthodox but 1952 ortho- 
dox, and has posted a notice “Buyer 
Beware,” making it abundantly clear 
that institutions cannot buy Govern- 
ments with the former assurance that 
they had a firm floor under their com- 
mitments The former policy, which con- 
tributed materially to inflation, was to 
maintain the 214 per cent rate at all 
costs and let other investments adjust 
to it. The conservative group believes 
that it is now within the power of the 
Government to prevent further inflation 
if it wishes and that, as armament spend- 
ing peaks out, the deflationary forces 
should tend to neutralize the inflationary 
influences. If war can be avoided they 
feel that inflation over the next decade 
should be very much less than that in 
the last decade. As for the business pic- 
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ture, they point to the accumulating 
evidence that civilian needs have been 
generally filled and that a cyclical busi- 
ness peak has been reached. This pro- 
found change in the basic background 
that has dominated investment policy 
and security selection for the past ten 
years is being reflected not only in 
shifting from equities into fixed-income 
securities, but in the transfer, within the 
fiield of equities, from growth stocks 
into those of the recession-proof variety. 

The above is not a majority viewpoint 
but its proponents contend that it will 
gain more adherents as time goes on. 
The majority opinion is that inflation 
has been permanently anchored into the 
economy and that it is at the moment 
in a state of suspended animation. As 
soon as politically advisable, majority 
opinion says inflation will be stimulated 
again by the national administration. as 
in the past. 


PENSION FUNDs: 

The better yields from common stocks 
have been of first importance in winning 
them acceptance as investments for pen- 
trusts, but in funds 
stocks are held they constitute the small- 


sion most where 
er portion. Stocks provide extra income 
but the main reliance is on the larger 
Now. that 


yields have passed their lows. whereas 


investment in bonds. bond 
corporate dividends and earnings may 
have passed their highs, pension fund 
managers are more interested in corpo- 
rate bonds than in corporate stocks. It is 
significant, however, that pension funds 
are not selling stocks to any extent, as 
holdings were apparently bought as 
long-term commitments. Pension fund 
policy does not require current liquidity, 
as the annuities to be provided by these 
trusts will not become effective for many 
years. 

As far as factory workers are con- 
cerned, no one knows what the future 
purchasing power of their prospective 
$100 a month pensions will be. Theoreti- 
cally, a good case could be made for the 


purchase of long-term growth stocks, 


but in the majority of cases the stocks 
purchased by pension trusts in 195] 
were of the “prudent man” type. They 
were shares of companies well estab. 
lished in their industries with fairly 
stable earnings and dividends. 


In the bond category pension trusts 
acquired the obligations of strong com. 
panies with established records of per- 
formance, In direct placements they took 
few long chances. preferring to have 
at least one partner. sometimes another 
pension trust or sometimes a life in- 
surance company, as evidence that the 
terms were in line with existing market 
conditions, 


Labor unions. which have negotiated 
pensions by collective bargaining. have 
no investment experts and are appar- 
ently operating on the theory that the 
best way to protect pension purchasing 
power is through the compensation on 
which it is based. Wage increases, they 
say. through an employee's long period 
of active service will tend to bring the 
purchasing power of the pension into 
closer relationship with that of his pre- 
vious compensation. The weakness of 
this argument, according to pension 
portfolio managers, is that unless corpo- 
rations have at least ten years of good 
earnings ahead of them. they will not 
be able to fund their pension obligations 
the 
surance of payment he deserves. 


and worker will not have the as- 


The larger question of the ability of 
the American economy to increase its 
productivity at a rate sufficient to sup- 
port in inactivity a growing portion of 
the 
Perhaps the answer lies in the studies 


population remains unanswered. 
now being made by the Brookings In- 
stitution and the Twentieth Century 
Fund. The first draft of the Twentieth 
Century Fund’s study has been com- 
pleted but it will not be released to the 
public before the Spring of 1953. In the 
meantime its findings will be carefully 


reviewed and amended. 


INVESTMENT COMPANIES: 


Reports of some representative open 
and closed funds for the first quarter 
indicate that there has been no wide- 
spread inclination to abandon common 
stock been 


switches designed to improve quality 


positions. There have 
or reduce the risk element but no sig- 
nificant withdrawal from the general 
equity picture. Some managements have 
even made substantial additional com- 
mitments in the oil and gas categories, 
which have enjoyed considerable favor 
in recent years. 
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One of the strongest reasons for buy- 
ing a mutual fund, and one seldom ad- 
vanced by their sponsors, is the woeful 

rformance record of those who try to 
“heat the stock market.” There are two 
classic studies along this line, the most 
recent being that of P. F. Wendt cover- 
ing the period from January, 1934 to 
December, 1937. This showed that many 
traders had insufficient capital, were 
guilty of overbuying and excessive bor- 
rowing. made poor selections of securi- 
ties. and lacked patience when they 
made a good initial choice. The only 
drawback of the Wendt study is that 
it is out-of-date now. Otherwise little 
could have been added to it to stress 
the ineptitude of the amateur trader 
had the study been prepared by the in- 
vestment Company industry as promo- 
tion material. 


LirE INSURANCE COMPANIES: 


An analysis of life insurance pur- 
chases of common stocks, based on the 
meager material available, would indi- 
cate that where they are convinced of 
the merit of a company they often fol- 
low the principle of dollar averaging. 


MuTuaL SAVINGS BANKs: 


The investment committee of the New 
York State Savings Banks confidently 
anticipates passage. at the next session 
of the State another 
amendment to the banking law, which 


Legislature, of 


would permit them to buy bank stocks 
and property insurance stocks. Upstate 
New York banks are strenuously 
posed to such permission as they fear 


Op- 


encroachment upon ownership despite 
the limitations on aggregate holdings. 
New York City banks such 
fear and believe that savings bank pur- 
chase would help the bank stock market. 


have no 


At this time bank stocks are important 
in New England as savings bank in- 
vestments. Massachusetts and Connecti- 
cut account for four-fifths of the New 
England group’s holdings. Bank stocks 
are likewise important in savings bank 
Rhode and New 
Hampshire, but holdings of other com- 
mon stocks in) New Hampshire only 
exceed those of bank stock. Of the total 
assets of all mutual savings banks in 
the United States. about 
of 1‘, are in’ bank 
tenth of 1°) in other stocks. 


The inauguration of federal taxation 
5 


portfolios in Island 


seven-tenths 
stocks and one- 


for savings banks, effective January 1. 
1952, did not stimulate the purchase of 
lax-exempts by the New York banks as 
anticipated, The permission to buy equi- 
lies came so soon afterward that appar- 


May 1952 


ently the savings bank portfolio man- 
agers were more attracted by preferred 
stocks. It was a case of: 
1) attractive yield on preferreds and 
2) the low effective rate of tax appli- 
cable to the dividends on stocks 
(only 15% of the dividends re- 
ceived by a corporation from an- 
other taxable corporation are tax- 
able so that the effective rate is 
only 52° of 7 


ed » Oo f 
185% or 1.8%). 


SUPPLY AND DEMAND: 


According to the best available esti- 
mates, the supply of investment funds 
during the current year will fall short 
of the demand by a little less than $1 
billion. The life insurance companies 
have approximately $4.7 billion to in- 
vest; the savings banks $1.2 billion; 
savings and loan associations $2. bil- 
lion: private pension funds $1.2 billion 
(not funded with insurance companies) ; 
public pension funds $200 million (not 
required by law to be invested in des- 
ignated Governments or municipals) : 
fire and casualty insurance companies 
$400) million and commercial banks 
$600 million, a total of $10.3 billion. 


On the other side of the ledger. bor- 
rowers will probably need $11.1 billion, 
follows: 
gages $5 billion: corporate bond and 


divided as real estate mort- 
preferred stocks $5.3 billion: states and 
municipalities $600 million: and foreign 
borrowers, including the International 
Bank, $200 million. These estimates do 
not take into consideration the possible 
effects of any United States Treasury 
cash financing later in the year, which 
could, of course, have important bear- 
ing on money rates and the market for 


fixed-income securities. 


| 
| 
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Optimistic Forecast by 
Slichter 


A substantial increase in net national 
product over the next decade to some 
$400 billion was forecast by Professor 
Sumner H. Slichter of Harvard in a re- 
cent talk before the executives 
national corporation. Nor was he over- 
ly concerned with the problems of trans- 
ition from defense to armament main- 
tenance, with its generally-held fears of 
deflation and severe recession. 


of a 


Professor Slichter’s first for 
faith in the vitality of our economy is 
based upon the flexibility, adaptability 
and resourcefulness of our industrial 
management, which through decentral- 
ization of decision making is productive 
of ingenious solutions to problems as 
they arise. The best answers are soon 


reason 


widely adopted. This is the reverse of 
the communistic system with its central- 
ization of authority which, unless the 
present regime is destroyed. will prevent 
Russia from becoming a really great 
industrial nation. 


The second reason for optimism is 
the growing use of industrial research 
which is forced by military necessities 
as well Research to 
make better products to stimulate re- 
placement demand is exemplified by the 
automobile industry which can afford 
to spend large sums to make the present 


as competition. 


models outmoded. 


The future lot of the individual, while 
not Utopian, was pictured by Dr. Slich- 


ter as greatly improved, with more 
goods. better education and medical 


care, more leisure. security and oppor- 
tunity. 


Billions | 


$400 
PRODUCT 





*Estimated by Dr. Slichter. 


Chart by Vance, Sanders and Co. 


Other figures from Department of Commerce. 
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Notes on Reports, Analyses or Studies of significant 
current developments in industry and finance, as 
selected by our Contributing Investment Editors 


Bond Notes 


April was a month of generally favor- 
able developments in respect to govern- 
ment and corporate bond markets. It 
commenced with an optimism born of 
the removal, during March, of state 
and municipal financing from Voluntary 
Credit Control. This gave promise that 
further action of the same sort might 
be expected. On May 5, the Federal 
Reserve Board abandoned its Voluntary 
Credit Restraint Program “in the light 
of current circumstances.” Important 
factors resulting in the easing of con- 
trols were the recognized soft spots in 
the economy and declines in bank loans. 
Reserve Board officials pointed out that 
business loans increased only about 
$1.5 billion after the initiation of the 
Voluntary Credit Control program. 
Some two-thirds of this increase was 
attributable to defense production 
orders. 

The decline in bank loans has found 
reflection not only in higher prices in 
the bank eligible government list, but 
also in those issues with nearby eligi- 
bility dates. Commercial banks could 
purchase one of these, the $2.1 billion 
244s due June 15/67/62, on May 2 
for regular delivery on May 5. At cur- 
rent levels, this issue and also the 214s 
due June 15, 1962/59 are in a position 
on the yield curve of eligible issues 
where they no longer possess outstand- 
ing attraction for non-bank investors. 
Those issues becoming eligible in De- 
cember of this year and in April 1953 
have also lost some of their attraction. 


In the matter of new government fi- 
nancing, increased offerings of Treas- 
ury bills have resulted in adding $800 
million to the total outstanding. The 
larger offerings were taken as an indica- 
tion of greater reliance on short term 
financing. After the June period, bill 
offerings, including tax anticipation 
series, are expected to be an important 
element in the July-December financing 
program. As to longer term financing, 
a degree of optimism was created by 
House action in reducing Defense De- 
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partment appropriations. Although the 
concurrence of the Senate is by no 
means assured, the was inter- 
preted as a sign of possible reduction 
in long term financing requirements. 


action 


At the same time, participation by 
one of the large insurance companies, 
for the first time in many months, in a 
public utility offering gave a lift to the 
corporate market. It would, however, 
seem optimistic to infer from this that 
institutional investors are catching up 
on forward commitments. 


The major influences on the govern- 
ment market at the end of April were 
the liberalization of the savings bond 
program and the subsequent announce- 
ment of the reopening of the Investment 
Series “B” 234s. Most favorably affected 
in price were the bonds with nearby 
commercial bank eligibility dates and 
the four issues carrying a privilege of 
exchangeability into the Series “B” 
offering. The market found it difficult 
to assess the worth of the latter. Some 
of the issues were bid as high as 9914, 
before more sober judgment brought 
them back to a little under 99. Acquir- 
ing the issues eligible for exchange at 
99 and using them for a 75% payment 
in the purchase of the Series “B” bonds 
results in an effective cost of 9914 on 
the latter. 


As previously, the transaction is ex- 
pected to be a taxable one. Should 
one utilize the escape route through 
the five year 114s, it is obvious that 
in the current market there would be a 
loss since the April 1, 1957 maturity, 
into which the Series “B”’s are now 
exchangeable, is quoted 984/32 bid. 
From the viewpoint of the Treasury, 
the 144 of 1% higher interest cost on 
the $3,000 tendered in payment for the 
new subscription would bring the cost 
of the new money to 314%. The actual 
yield to the Treasury from the Series 
“B” offering is difficult to estimate, with 
between $1 and $2 billion mentioned in 
some quarters. The top figure would 
probably be considered a “good show- 


ing. 








The Treasury’s financing pattern, as 
thus far disclosed, is in some respects 
negative. Revamping the savings bond 


program may, however, turn the tide | 


of redemption and provide new funds, 
particularly through the Series “]” 
current income bond. The reopening 
of the Series “B” offering can not be 
considered a truly competitive move, 
A fully marketable long term 3°%. issue 
would have been. Thus far, however, 
the Treasury’s program has aided rather 
than upset the corporate market. Al. 
though corporate offerings during April 
have been substantial, a great majority 
of them met with a good reception and 
are selling at premiums over offering 
prices. Some issues, however, were 
priced too close to the market and have 
been difficult to place. In total, how. 
ever, bonds in hands would 
appear to present no problem despite 
the important schedule of offerings over 
the next few months. 


dealers’ 


Research—Key to Growth? 


An aspect of our industrial develop. 
ment which should receive increasing 
attention from investment managers was 
mentioned by Sumner H, 
Slichter in a recent address. He points 


Professor 


out that industrial research has given 
our economy an important new capacity 
for growth. The following two para- 
graphs from his address are a brief out- 
line of his thinking on the subject. 


“The rise of industrial research means 
that most investment expenditures are 
independent of changes in the total vol- 
ume of spending in the community. The 
development of new products leads to 
the discovery of unsaturated markets. 


“It is the size of these new markets 
opened up by technological discovery 
rather than the changes in either the 
total volume of spending or the volume 
of spending for consumers goods that 
determines the volume of investment. 
All this means that the economy has ac- 
quired an important new capacity to 
grow.” 


Reliable figures on the importance of 
the products of industrial research in 
the creation of new markets are difficult 
to secure. Anyone familiar with indus: | 
try procedure realizes that the dollar | 
cost of a research budget often cannot | 
be determined exactly. Nevertheless, | 
figures on expenditures for scientific 
research of the Resources Division of 
the Research & Development Board of | 
the Defense Department have increased | 
from $800 million in 1941 to an esti- | 
mated $2,930,000,000 in 1952. During | 

; 
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this period, spending by industry, col- 
leges and universities has more than 
doubled. In addition, there has been a 
seven-fold increase in the Federal budget 
for scientific research, chiefly as a result 
of the atomic energy program. 

This whole subject deserves closer 
attention by both businessmen and in- 
yestors. It seems likely that over the 
next generation a great deal of new 
capital will be required to build plants 
to produce the new products of scienti- 
fic research. The best long-term invest- 
ments may well turn out to be in those 
companies which are leaders in this 
movement. 


Canadian Pulp and Paper 


At the outbreak of war in 1939, the 
newsprint industry had just emerged 
from ten years of drastic depression. 
Companies had been operating at less 
than 70% and earning 
power permitted only minor expendi- 
tures to improve plant efficiency. Dur- 
ing the war, operations were limited by 
restrictions and allocation of manpower 


of capacity 


for the woods and power for the mills. 


Newsprint production has increased 
from 3,175,000 tons in 1939 to 5,516,- 
000 tons in 1951 to meet the growing 
needs of United States publishers. This 
has been accomplished without addition 
of new producing mills but has required 
expenditure of tens of millions of dollars 
on existing facilities. No like increase 
from existing mills is possible in the 
future. Securities of leading newsprint 
companies in Canada can be bought 


today for a price equivalent to about 
$50,000 per daily ton of capacity. Cur- 
rent replacement cost of the companies’ 
facilities would exceed $100,000 per 
daily ton. 


The newsprint industry has done little 
in the way of building new mills, not 
only because of inadequate capital re- 
turn, but also due to the lack of available 
sites and wood reserves. However. the 
pulp industry has built new mills which 
very substantial 
to the productive capacity of sulphite 
and kraft pulp. The expenditure pro- 
gram of the pulp and paper industry 
over the five-year period 1951-55 in- 
clusive was recently placed at $600 
million. This will further in- 
crease efficiency in operations, diversify 
improve 


have made additions 


money 


production and 


facilities, 


equipment 


From special report by Wood, Gundy & Co., 
Inc., Toronto. 


Savings Bond Program Revamped 


On the 11th anniversary of the in- 
auguration of the Savings Bond Pro- 
gram. April 29th, Treasury Secretary 
Snyder announced sweeping changes 
designed to stimulate greater investor 
interest in Government securities, which 
had tended to flag somewhat during the 
past year, with redemptions exceeding 
purchases. The rate on the Series E 
bonds has been raised to 3%, with in- 
terest accruing after six months, instead 
of one year, and with a higher inter- 
mediate redemption schedule as bonds 
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approach the shortened nine-year and 
eight-month maturity. 


The Series F and G bonds have been 
discontinued and new bonds designated 
Series J and K paying 2.75%, if held 
to 12-year maturity, substituted. Inter- 
est is payable semi-annually by check 
upon combined holdings totalling not 
over $200,000. 


The other newcomer is the Series H 
available only to individuals, with the 
smallest denomination $500 and inter- 
est payable semi-annually by check. The 
interest schedule is on a rising scale, 
yielding approximately 3% to 10-year 
maturity. This series is designed as a 
current income savings bond and may 
be bought to a limit of $20,000 in any 
year, which new holding figure also 
applies to Series E purchases. 

News reports from Washington indi- 
cate that the Treasury believes the new 
rates will revive interest in its savings 
program designed to help fill the gap 
in financing needs for the second half 
of this year. Comment over the past 
year has often been critical of the 
Treasury's efforts to sell securities not 
in line with going rates and the new 
regulations are aimed, in the words of 
Secretary Snyder, to be “in keeping 
with the times.” 


Critical Point in 
Pension Fund 
Operation 


There are few stiffer challenges to 
financial management than the ad- 
ministration of pension fund re- 
sources. Such investments must at all 
costs be kept safe and sufficiently 
liquid to meet oncoming obliga- 
tions. Yet they must also produce a 
satisfactory income, otherwise a 
heavy burden of cost is placed upon 
both the company and the benefi- 
ciaries of the fund. 


Corporation executives responsible 
for the management of effective 
pension fund programs will find 
our experience in handling such 
problems helpful and our close, 
continuing contact with the mar- 
kets of concrete value. 


We invite inquiry from such com- 
panies, and will gladly assist them 
in setting up plans designed to 
assure adequate income without 
unjustified risk of capital resources. 


VAN ALSTYNE, 
NOEL & CO. 


Members New York Stock Exchange 
New York Curb Exchange 


52 WaLwt Street, New York 5 
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ys Changing Klation O 


STOCK 


HE AVERAGE YIELD obtainable from 
persion stocks has been declining 
since 1949. Bond yields, in contrast, 
have increased materially during this 
same period. 


A change in the relation between 
stock and bond yields could affect the 
behavior of the security markets. Many 
investors will hold equities in prefer- 
ence to bonds only if they can secure 
a substantially higher yield from stocks 
to compensate them for the added risks 
incurred. This holds true particularly 
of financial institutions that purchase 
stocks, such as life insurance companies 
and pension funds. and of trust com- 
panies the investments of 
personal trusts. 


managing 


A further decline in stock yields and 
rise in bond yields could become an 
adverse factor in the stock market and 
a factor of strength in the bond market. 
through encouraging switches from equi- 
ties into bonds on the part of such in- 
vestors. A question that confronts in- 
vestors today is whether the change in 
yield relationship that has occurred to 
date is sufficient to justify such switch- 
ing. This question can be appraised 
more realistically if we first measure the 
extent to which the yield differential 
between stocks and bonds has narrowed 
in recent years and then appraise this 
change in the light of a long-term yield 
comparison between these two basically 
different types of securities. 


The Extent of the Change in 
Yield Differential 


The average yield of 200 diversified 
cummon — stocks, as by 
Moody’s, reached a peak of 7.04% in 
March, 1949. It had declined to 5.63% 
by the early part of 1952. This sharp 
decline in stock yields was caused by 
the fact that share prices rose much 
more than dividend payments during 


computed 


This study was prepared by Delafield & 
Delafield, members of the New York Stock and 
Curb Exchanges. It is reprinted here with the 
firm’s permission. 
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the period. Over the past year, the rise 
in dividend payments which has been 
going on steadily for a decade has been 
halted. while share prices have regis- 
tered a further advance. 





Bond yields. on the other hand, have 
advanced appreciably since the Federal 
Reserve banks ended their policy of 
pegging prices of Government obliga- 
tions at or above par in March, 1951. 
By this change in policy, the Reserve 
banks have permitted the forces of sup- 
ply and demand to determine bond 
prices for the first time since our entry 
into World War II. The average yield 
of a representative group of corporate 
bonds, as computed by Moody’s, has 
from 2.86°7 in the first 
months of last year to 3.21% in 
first two months of 1952. 


two 
the 


risen 


If we consider only the yield changes 
of the past year. we find that common 
stock yields in the first two months of 
1952 average 67 basis points less than 
a year before. while bond yields have 
averaged 35 basis points more. The dif- 
ferential between stock and bond yields 
LOO 


has thus narrowed by more than 


basis points or one full per cent. 


Long-Term Yield Comparisons 

The Department of Commerce has 
published comparative yield statistics 
going back to 1919. These figures reveal 









en 
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Reproduced by Courtesy of Fortune Magazine 
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the surprising fact that corporate bond 
yields averaged higher than common 
stock yields in every year but two be. 
tween 1919 and 1935, During that 17. 
vear period, it was the exception rather 
than the rule for common stocks to yield 
than bonds. In_ the year 
1929, for example. Moody’s corporate 


more boom 


bond yield averaged 5.2°. whereas 


common stocks listed on the New York 
Stock Exchange gave an average yield 
of 3.5%. 


pression year 1932, when common stock 


But even in the extreme de- 


vields rose to an average of 6.7. 


Cor- 

porate bond yields averaged 6.9‘; . 
Beginning with 1936. stock  vields 
have consistently averaged higher than 
bond yields. During the 1940's. this 


vield differential widened drastically. so 
that in the three years of 1949-51 equi- 
ties yielded more than twice as much 
as corporate bonds. Despite the marked 
narrowing of the stock-bond yield dif. 
ferential the vear. 
stocks in the first two months of this 


over past common 
year gave a return equal to 175‘, of 
that provided by the bonds included in 
Moody’s corporate bond index. 

We thus find that bond yields ruled 
almost consistently higher than stock 
vields in the period up to 1936. while 
the reverse has held true since that date. 
Light is thrown upon the probable  fu- 
ture of yield relationships if we analyze 
the reasons for the dramatic change 
that has occurred since 1936. 


Reasons for Reversal of Yield 
Relation 


One major factor has been the grow- 


ing institutionalization of savings. A 
much larger proportion of the public's 
savings has been placed in thrift institu- 
tions in recent years, instead of being 
invested directly in securities. 

thrift 


life insurance companies, savings banks, 


These institutions, such as 
and savings and loan associations, until 
now, have invested mainly or entirely 
in bonds and mortgages. As a result, the 
demand for bonds has been artificially 


increased, while the demand for stocks 
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‘has been reduced. In the 1920’s and 
{ the early 1930’s, the market for bonds 
i vas in large part among individual in- 
yestors, and yields had to be high 
4 enough to attract them. In recent years, 
| the market for bonds has been almost 
‘entirely among financial institutions, 
| which have bid eagerly for available 
| jssues and depressed yields. The limited 
yse of bond financing by most indus- 
ries, by reducing the supply of such 
| ecurities while institutions have bid 
' actively for them, further reduced bond 


ee. eee 


yields. 
| The easy money policies of the Fed- 
i ol Reserve banks have also acted to 
reduce bond yields, particularly over the 
past decade. Without their intervention, 
_ bond yields would inevitably have risen 
sharply in periods of active demand for 
| funds by the Treasury or private bor- 
| rowers. 
| Stock yields have tended to remain 
high because of the high personal in- 
' come tax rates levied upon dividend in- 
| come. Investors in the middle and higher 
income brackets found that yields, after 
/ 
' 





taxes, are not attractive, except where 
future increases in dividends or capital 
appreciation are anticipated. High taxes, 
doubts about the future level of earn- 
| ings and dividends and the institutional- 
} ization of savings combined to keep 
) stock yields far above bond yields in 
recent years. 
; 
Influences That May Change 
Yield Relationships 


Several influences are now at work 
that could cause the differential between 
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Funds 


stock and bond yields to continue con- 
siderably narrower than it was in the 


years 1949-51. 
The more important of these are: 


1. Abandonment of the policy of 
pegging Government bond prices by the 
Federal Reserve banks to facilitate 
Treasury financing, which will permit 
bond yields to rise whenever the demand 
for capital is strong, as has been the 
case during the past year. 

2. Increased resort to bond financing 
by corporations, due both to record 
plant and equipment outlays by indus- 
try and to the decline in retained earn- 
ings available to finance such spending 
because of higher taxes and costs. 

3. The preference displayed by many 
investing institutions for mortgages, 
which lessens their eagerness to buy 
bonds unless the yields offered are 
higher than in the period before March, 
1951. 

4. The growing interest in equity 
investments the part of pension 
funds, life insurance companies and 
savings banks, institutions which are not 
affected by the high taxes on dividend 
income paid by individual investors in 
the middle and upper income brackets. 
A better demand for stocks from insti- 
tutional investors which have hitherto 
limited their purchases mainly or en- 
tirely to bonds and mortgages will tend 
to reduce stock yields and to lift bond 
yields, other things being equal. 


on 


One cannot, therefore. conclude from 
the decline in stock yields and the rise 
in bond yields of the past year that 


Certificates of Participation in 


INVESTMENT FUNDS 


investing their capital 


IN 
BONDS 


(Series B1-B2-B3-B4) 


PREFERRED STOCKS 


(Series K 1-K2) 


COMMON STOCKS 


(Series S1-S2-S3-S4) 


Prospectus from your local investment dealer or 


The Keystone Company of Boston 


50 Congress Street, Boston 9, Mass. 


May 1952 





equities have become relatively less at- 
tractive as a class for investors because 
of this factor alone. Rather, the histori- 
cal record and the fundamental influ- 
ences affecting the yield relationship 
provide support for the expectation that 
the yield differential is likely to remain 
considerably narrower than it was in 
1949-51, when it was exceptionally wide. 


A A A 


Trust Investment Committee 
Policy Changed on 
Publication of Legals 


The Committee on Trust Investments 
of the Pennsylvania Bankers Association 
has discontinued inclusion of common 
stocks of banks and insurance com- 
panies in its published lists of securi- 
ties considered legal investments for 
trust funds in that state. Because of 
the large number of such institutions 
in the United States. (over 14,000 
commercial banks and 1.050 stock in- 
surance companies) the Committee con- 
siders it impracticable to attempt to as- 
semble the necessary information and 
cautions trustees before investing in 
such securities to assure themselves that 
each one meets the legal requirements 
for trustee use. 


SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 


SCUDDER 
STEVENS 
& CLARK 
COMMON 
STOCK 
FUND, Inc. 


Available at 
Net Asset Values 


Prospectus on Request 


1 WALL ST., NEW YORK 5 
or 10 POST OFFICE SQUARE 
BOSTON 9, MASSACHUSETTS 
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SELLING SHARES IN AMERICA 


HE IMPORTANCE OF SHARING active- 

ly as individuals in the benefits of 
the American Free Enterprise system 
was impressively re-emphasized at the 
first annual conference of investment 
men on Selling Shares in America, spon- 
sored by the Investment Dealers Digest, 
from April 28th through the 30th in 
New York City. Means of reaching the 
large group of “should-be” investors 
as well as informative talks on general 
investment problems and individual in- 
dustry groups were presented by a large 
number of top-flight specialists. The 
sponsors of the Conference are to be 
congratulated for assemblying such 
first-rate talent in this pioneering under- 
taking and, while attendance was not 
equal to that of their First Mutual Fund 
Conference, investment men registered 
from 19 states and the District of Col- 
umbia as well as from Ontario and 
Quebec. 

Appropriate as a curtain raiser to the 
Conference’s leitmotiv was the advice 
to the financial and business community 
offered by Leo M. Cherne, executive 
Secretary of the Research Institute of 
America. Asserting that the business 
community was not more highly re- 
garded because it was engaged in per- 
suading itself on its merits in outmoded 
language instead of addressing itself 
to the general public, he advised em- 
ployment of modern advertising tech- 
niques such as were used to promote 
acceptance of new products. In talking 
of business profits, the story should be 
told in simple words—what they are, 
who gets them and what will happen 
to them, particularly their anti-depres- 
sion role, as a cushion against that 
which Americans fear most. 

The deep-seated suspicion of Wall 
Street that remains in the Middle West 
should be dispelled by recognizing and 
correcting its mistakes, Mr. Cherne said, 
commenting that no one likes another 
who continually holds out himself, as 
well as all of his companions, as para- 
gons of virtue. In concluding his re- 
marks, he said that there has been too 
great an identification of the American 
society with physical accomplishments. 
Cultural achievements should be talked 
of and the sponsorship of symphony 
orchestras and art by business and fi- 
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should be ex- 


nancial 


tended. 


W. J. B. Smith, partner in the Lan- 
caster, Pa., office of Reynolds and Co., 
told the first morning’s session how he 
had brought the investment story to the 
public and promoted new interest in 
buying shares in America. He described 
his organization of serial public forums 
on investment and visits of high school 
graduating classes to the Reynolds office, 
his talks before service clubs and pro- 
fessional groups, special twice daily per- 
sonal service to local banks and. the 
special department which his firm had 
set up for direct mailing. 


organizations 


Stockholder Relations 


In the afternoon, after listening to 
prefatory remarks before the entire con- 
ference gathering, conferees gathered 
in smaller groups dealing with specific 
investment topics where question and 
answer discussions replaced formal ad- 
dresses. Greatest interest was displayed 
in the discussion on stockholder and 
management relations co-chairmaned by 
Lewis D. Gilbert and Richard S. Nye, 
partner in Georgeson and Co.. and the 
examination of the investment status of 
railroads conducted by Patrick B. Mc- 
Ginnis, partner in the stock exchange 
firm of the same name and Chairman 
of Norfolk and Southern Railroad. 
Group consideration of the chemical in- 
dustry was lead*by Francis Williams of 
the Chemical Fund and the round-table 
on oils was headed by Kenneth Hill of 
the Chase National Bank. 


Mr. Gilbert stated that small stock- 
holders, for whom he is the most vocal 
representative, would expect investment 
dealers to assume the duty of represent- 
ing them from an unbiased standpoint 
with the managements whose corporate 
shares they had sold. Otherwise the 
small stockholder would turn increas- 
ingly to government. When possible 
such broker or dealer should have a 
representative at annual company meet- 
ings to question management on behalf 
of those to whom his firm has sold 
shares. Such queries might be concerned 
with comparative profit margin of the 
particular company with others in the 
industry, stockholdings of directors and 
fairness of management compensation. 


HENRY ANSBACHER LONG 


Mr. Gilbert added that the body of 
small American stockholders also would 
expect independent and unbiased action 
on the part of fiduciaries and mutual 
fund managements in behalf of those 
whom they represent. When independent 
proposals are made at meetings of com. 
panies held in their portfolios, voting 
should be strictly on the merits of such 
propositions. He decried the policy of 
certain professional portfolio managers 
to merely sell their shares if they did 
not approve entirely of a situation in a 
company whose stock they held. 


Mr. Nye took issue with Mr. Gilbert's 
whole hearted advocacy of preemptive 
rights. These often presented difficulties 
in financing. Mr. Nye cited as examples 
recent issues of convertible equities. He 
also stated some objections to cumula- 
tive voting. Although this does insure 
representation for minority groups, the 
board is supposed to represent the best 
interests of the stockholders as a unit 
and one or two continuous dissenters 
might prevent the smooth functioning of 
the business. ““Anyway,” said Mr. Nye, 
“if a man with say about 6% of voting 
stock comes along and talks to manage- 
ment, they’re stupid if they don’t put 
him on the board.” 


Slichter on Economic Trends 


At the evening dinner meeting, Pro- 
fessor Sumner H. Slichter of Harvard 
stated that analysis of conflicting cur- 
rent cyclical positions and trends in 
different parts of the economy points 
to a mild expansion during the remain- 
der of 1952. Professor Slichter does not 
anticipate that defense expenditures will 
rise much above the rate of $60 billion 
per anum which should be reached at 
the end of the year. In this he is at 
variance with governmental authorities 
who expect a greater peak and a cor- 
respondingly larger decrease in_near- 
term outlays. “Progress in the technol- 
ogy of war will limit the ultimate drop 
in defense expenditures just as it limits 
the rise. . . . They may well remain 
as high as $50 billion a year for some 
time,” he stated. 

Evaluation of the present cyclical 
position of other parts of the economy 
indicates that expenditures on private 
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plant and equipment are close to the 
peak, contrasted with new investment 
in inventories which is near the bottom 
of the cycle. Consumers are in a “cauti- 
ous mood” and no vigorous increase in 
their spending may be expected for 
the remainder of the year. Expenditures 
on new housing are still slowly con- 
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THE TEXAS COMPANY 


—_ 199 th——_- 
Consecutive Dividend 


\ dividend of sixty-five cents (65¢) 
per share on the Capital Stock of 
the Company has been declared this 
day, payable on June 10, 1952, to 
stockholders of record at the close 
of business on May 9, 1952. The 
stock transfer books wiil remain 
open, 
Ropnert Fisnis 


April 22, 1952 Frea 





INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 14%th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable June 10, 1952, to stockholders of record 
at the close of business on May 19th, 1952. 
Transfer books will not be closed. Checks pre- 
pared on IBM Electric Punched Card Account 
ing Machines will be mailed 

A L. WILLIAMS. Vice Pres. & Treasurer 
April 29, 1952 








American - Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable June 1, 1952 to stockholders of 
record at the close of business on May 
23, 1952. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable June 24, 1952 to stockholders 
of record at the close of business on 
June 3, 1952. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 
JOHN E. KING 


Vice President and Treasurer 


Union CarBivE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 


(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable June 2, 
1952 to stockholders of record at 
the close of business May 2, 1952. 


KENNETH H. HANNAN, 


Secretary 


— 











May 1952 





tracting, although apparently near the 
bottom of the cyclical trough, but out- 
lays of state and municipal governments, 
which have been rising for years, will 
no doubt continue their trend. Professor 
Slichter anticipates that the offsetting 
trends characteristic of the last few years 
will extend into 1953 and that, if there 
is a recession in that year. it will be 
“quite mild.” 

Important recent changes affecting 
the long-term trends in the economy 
were also emphasized. Three of these. 
which are deflationary in influence, are 
high tax rates. the great increase in 
indebtedness since 1946, and the rapid 
spread of private pension plans. Offset- 
ting are two inflationary 
factors—the growth of population and 
expansion of industrial research. “The 
development of new products leads to 
the discovery of unsaturated markets,” 
Professor Slichter stated. “It is the size 
of these new markets opened up by 
technological discovery rather than the 
changes in either the total volume of 
spending or the volume of spending for 
consumers goods that determines the 


important 


volume of investment.” 


“Hobso” 


Tuesday’s session was inaugurated 
with a demonstration by Howard W. 
Bennett of the General Electric Co. of 
the visual education machine developed 
by duPont and distributed under the 
auspices of the National Association of 
Manufacturers. Popularly 
“Hosso,” meaning “How Our Business 
System Operates,” it shows what the 
ownership of securities means and the 
part that management. capital and labor 
each plays under our free enterprise sys- 
tem. Several panels show the inter-rela- 
tionship of the various components of 
a business enterprise. the accomplish- 
ments of our system, the importance of 
competition, and individual freedoms 
not experienced under other economic 
set-ups. The educational display is pre- 
sented by General Electric before small 


known as 


Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 9 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 18 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able May 31, 1952, to stock- 
holders of record May 5, 1952. 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31, 1952. 


P.C. HALE, Treasurer 
April 18, 1952 


PLP\_OO CSN SST TTS 


THE FLINTKOTE COMPANY 


NEW YORK 26 
N.Y. 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred Stock 
payable June 16, 1952 to stock- 
holders of record at the close of busi- 
ness May 29, 1952. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable June 10, 
1952, to stockholders of record at 
the close of business May 27, 1952. 


CLIFTON W. GREGG, 


Vice-President and Treasurer 
May 7, 1952 





CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a regular quarterly dividend of one dollar ($1.00) 
per share on its $10 par value Common stock, payable 
June 9, 1952, to stockholders of record as of the close of 


business May 16, 1952. 


. ALTON JONES, President 


> 
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groups of from 15 to 20 of its higher 
paid personnel and executive staff. 


Ferd Nauheim, President of Fund 
Services of Washington and one of the 
country’s leading experts on direct mail 
promotion, stressed the purpose of di- 
rect mailing is to narrow the field of 
prospects so that time and energy will 
be consumed on those who are most 
likely to be ultimate clients while others 
in a selected group will be eliminated. 
Mr. Nauheim also emphasized the ne- 
cessity for a series of mailings to the 
same list if successful results are to be 
expected. 


Developments in the municipal bond 
field were discussed by a panel of spe- 
cialists at the Tuesday luncheon meet- 
ing. Syndicate pricing committees, it 
was pointed out, can be rendered a real 
service by the out-of-town broker or 
dealer, if an idea is given as to what 
price will be best received in the partic- 
ular community. 


EATON & HOWARD | 
BALANCED FUND 


Selling Shares— and America 


Circles of information were conducted 
during the afternoon as on the first day 
of the session. Most enthusiastically re- 
ceived was that on mutual funds con- 
ducted by Louis Whitehead, vice presi- 
dent of National Securities and Re- 
search Corporation, and the Canadian 
Securities discussion lead by James R. 
Clarke, vice president of Dominion Se- 
curities Corp. Irin Harris of Scherck, 
Richter and Co. headed a forum on 
Natural Gas and Harold H. Young of 
Eastman, Dillon and Co. chairmaned 
the Public Utilities group. Mr. White- 
head stressed three important things 
learned from his experience in selling 
mutual furd shares to America—not to 
exaggerate, not to sell market perform- 
ance, and to initiate sales by selling in 
small lots. He emphasized that “the 
sales charge is small in relation to bene- 
fits and few intangibles are sold at a 
fee so small.” 


EATON & HOWARD 
STOCK FUND 


PROSPECTUSES OF THESE TWO INVESTMENT FUNDS MAY 
BE OBTAINED FROM YOUR INVESTMENT DEALER OR 


EATON & HOWARD 


INCORPORATED 
BOSTON 


Fundamental Investors, Inc. 


Manhattan Bond Fund, Inc. 


Diversified Investment Fund 


Diversified Preferred Stock Fund 


Diversified Common Stock Fund 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 


48 Wall Street 
New York 5 


New York 
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HUGH W. LONG AND COMPANY 


Incorporated 


Chicago Los Angeles 


Wednesday’s session was opened with | 
a talk by Robert S. Byfield, member of | 


the New York Stock Exchange, detail. | [1s 


ing what might be done by various see. 
tors of the financial and business com. 
munity to combat the world-wide as. 


sault against invested capital. Stating © 
that the investment community gener. | 
ally had made little effort to defend © 
itself against such attack, he suggested | 


a five-point plan for immediate action. 


“It is not enough to assist in broaden. | 
ing the base of corporate ownership on | 


which a good job is being done,” Mr, 
Byfield stated; “ 
our social utility 
things if we are to survive.” 

In a four-man panel portraying the 
staging of an “Invest in America” Week, 
Stanley W. Cousley, chairman of the 
Fidelity-Philadelphia Trust Co., de. 
scribed the efforts of the Philadelphia 
community in organizing its local pro- 
gram. Others explaining the project 
were Harold S. LeDuc, president of the 
Poor Richard Club, Dr. Louis P. Hoyer, 
Superintendent of Philadelphia Schools, 
and William K. Barclay, Jr., past presi- 
dent of the  Philadelphia-Baltimore 
Stock Exchange. 

Leading the discussion on Securities 
and Exchange relations at the closing 
day’s luncheon, was “Tony” Lund, Di- 
rector of the SEC’s Division of Trading 
and Exchanges, and a veteran of more 
than a decade and a half with the Com- 
mission. Mr. Lund made a plea for ade- 
quate and well-informed disclosure by 
security salesmen to their clients. 


A A A 


Stock Exchange Takes 
To Movies 


The New York Stock Exchange has 
previewed its new educational film, 
“What Makes Us Tick.” and has an- 
nounced that 400 copies in 16mm. and 
eight copies in 35mm. are available 
without charge for public showing. The 
Exchange said: “There is no attempt 
to sell free enterprise nor is the Ex- 
change presented as the shining knight 
of capitalism.” 

The film demonstrates what happens 
when a small company starts to expand. 
It follows the company president from 
the banker to the Securities and Ex- 
change Commission and _ eventually— 
when the stock becomes eligible for 
listing—to the stock list department of 
the New York Stock Exchange. 


The last sequénce shows how custom: 


ers’ orders are sent to New York and 
executed on the Exchange. 
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not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 





No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment in whole or in part this 
index by issuers, underwriters or dealers. Principal indices for April 30, 
1951, appear in the May 1951 issue and current income returns 

on April 30, 1952 offering prices are available on request. These will 
soon be added to a revised short form index. 


























Reference should be made to the introduc- 1 6 7 16 17 18 19 20 
article in July 1949 issue, outlining pur- ‘ : 
coe of pubtleation and ondieuina in aaran as ) 30/ 52." alana pap thir neon i re ao se 
selecting stock _and cost-of-living averages, Principal ees Cap. | Distr os Investment 
periods and in interpretation of data. Principal Low High Principal ines " Distr 4 /30 /52 Income % 
BALANCED FUNDS 
American Business Shares iit act mee 65.9 170.1 149.1 3.58 5.08 109.1 4.07 
Axe-Houghton Fund “A” — — 71.4 207.5 198.1 2.92 6.47 157.9 4.08 
Axe-Houghton Fund “B” scsi ahat achalasia _ 83.1 219.5 $209.7 4.07 2.29 4166.7 3.78 
Boston Fund .- phe cseieciiiimaiaaeecmamdal 103.1 60.2 167.0 +161.4 3.26 5.18 +130.0 8.90 
Commonwealth Investment —.- 106.3 73.5 213.7 207.5 4.02 2.30 174.7 3.86 
Eaton & Howard Balanced en ene 114.5 73.6 180.8 175.5 8.77 2.26 159.9 3.93 
Fully Administered Fund (Group Securities) oe 69.4 156.6 141.0 3.68 1.38 117.0 3.86 
General Investors Trust — = =_>$_$_>_ SS 110.0 65.2 134.7 127.2 4.85 2.91 104.4 4.97 
Investors Mutual __.. A ae 73.5 159.3 4154.1 4.21 2.09 4128.7 4.14 e 
Dean Mutua! Fuad ine —_ 181.9 174.6 4.36 2.42 165.4 —e 
Nation-wide Securities* * 102.6 59.6 136.2 134.7 3.81 t1.74 110.7 4.17 
Dreyfus Fund***** aa — 158.9 149.6 3.92 4.80 140.6 —e 
George Putnam Fund _...... jaan 69.2 147.0 141.5 3.76 2.51 121.5 4.00 
Mutual Fund of Boston**** _.... ce — 161.9 156.9 4.02 6.42 138.9 3.86 @ 
Scudder Stevens & Clark 97.4 80.9 155.7 152.5 3.21 3.04 132.6 3.67 
TSR eae 105.2 75.0 163.4 160.0 3.66 2.29 126.5 3.76 
Whitehall Fund _ Se ee ae ee — oo 192.9 186.4 3.87 4.78 Es | —e 
Wisconsin Investment***® .... = a 65.1 223.9 219.6 3.55 3.78 160.1 2.95 
AVERAGE: BALANCED FUNDS 105.6 70.8 171.0 163.5 3.82 3.41 134.1 4.00 
STOCK FUNDS 
SCI —_ 50.2 224.9 193.0 4.43 8.48 119.6 5.40 
Broad Street Investing Corp. - cdimede leet 109.9 60.1 206.2 196.3 4.72 3.10 162.4 4.99 
Bullock Fund ¥ eee eee 109.8 61.0 190.9 182.0 4.81 4.44 149.9 4.39 
Delaware Fund sd a ek ig coho sa 76.1 172.3 162.6 3.85 4.56 89.0 3.76 
Diversified Invest. Fd. (Diversified Fd. Inc.) *** — oa 150.3 140.6 5.47 3.39 129.2 5.73 @ 
Dividend Shares Se 109.0 62.1 167.4 +160.8 4.63 2.55 +133.8 4.38 
Eaton & Howard Stock ie 107.1 62.7 211.2 200.9 3.65 2.49 fly BB 3.79 
Fidelity Fund — — 217.9 208.2 4.72 2.15 181.3 5.00 e 
First Mutual Trust Fund — 59.2 1272 93.9 2.58 — 72.7 3.83 
Fundamental Investors 105.2 64.8 243.4 230.3 4.44 2.62 196.9 4.38 
Incorporated Investors - rs 103.6 63.9 240.4 226.6 4.09 3.00 181.8 5.07 
Institutional Shares (Stock & Bond Group) .- i — 174.4 4167.7 2.40 5.03 4131.8 —e 
Investment Co. of America pee nae 69.0 192.2 184.5 3.64 4.31 132.2 4.05 
Investors Management Fund are 107.7 77 216.5 204.0 4.38 5.13 158.7 4.63 
Knickerbocker Fund ee — 59.8 126.2 4191.3 1.96 6.21 + 79.8 3.61 
Loomis-Sayles Mutual Fund 72.4 74.2 193.2 7189.2 3.01 5.33 7131.2 3.03 
Loomis-Sayles Second Fund* 88.3 71.3 196.4 +190.7 ” - 7138.3 — 
Massachusetts Investors Trust 110.7 59.7 186.4 175.3 4.55 2.72 165.1 4.96 
Massachusetts Investors 2nd Fund 114.2 57.4 205.9 191.1 2.89 4.64 154.1 3.70 
Mutual Investment Fund 129.7 56.1 163.5 +155.9 y Ay i § 4.54 7132.1 3.19 
National Investors ons 60.7 241.9 231.7 3.47 6.65 179.8 4.08 
National Securities — Income*** oaks 66.0 185.1 7105.8 5.70 3.68 + 91.5 6.07 @ 
New England Fund 117.4 61.4 159.6 ¥152.7 3.87 5.60 7125.6 4.03 
Selected American Shares 123.8 60.9 178.4 164.0 4.33 5.07 131.1 4.65 
Sovereign Investors . —_ 62.5 135.0 126.7 5.71 — 103.0 4.53 
State Street Investment Corp. 92.8 60.7 230.1 228.3 r2.98 7.45 166.3 3.37 
Wall Street Investing Corp. — = 213.7 206.4 3.74 2.24 201.8 —e 
AVERAGE: STOCK FUNDS 106.8 63.4 191.1 181.1 3.79 4,28 142.1 4.16 
9 STOCK INDEX (Standard & Poor’s) _. 106.7 59.3 195.8 185.2 a _— —_ — 
CONSUMERS PRICE INDEX (B.LS.) - — 99.6 n189.1 — — —_— _ _ 
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COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
Panies out of incorne earned from dividends and interest on their portfolio 
Securities (excluding all capital distributions). 





®Principal index begins after 1939 base date. 
a Ex-dividend current month. 
*Became balanced fund in 1945. 


May 1952 


t—nine months’ period. 
n—new series; old, 190.2. 
r—plus rights. 

*Returns distorted because of merger with Loomis-Sayies Mutual Fund May Ist. 


‘Base index number of 100 is the offering price on Dec. 30. 1939. 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 

CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital ‘gains or any other sources, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 





***Not included in balanced or stock average. 
****Name changed from Russell Berg Fund. 
*****Name changed from Nesbett Fund. 
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DOW-JONES AVERAGES 
Mayl1 APRIL1 Mayl 


1952 1952 1951 
30 Industrials 256.35 267.22 260.71 
20 Railroads 91.47 93.29 82.84 
15 Utilities 48.16 49.75 42.42 
65 Stocks 98.42 101.74 94.37 





MUNICIPAL BOND AVERAGES 
(courtesy of Daily Bond Buyer) 


May8 APRIL3 May3 


1952 1952 1951 
20 Bond Index 2.04% 2.05% 1.94% 
11 First Grade 1.85% 1.86% 1.78% 








INVESTMENT BACKGROUND 
CHARTS 


Commencing with the June issue, and 
monthly thereafter, a 
prepared 


charts 
cooperation of 
Moody’s Investors Service will present 
graphically past and present ranges in 
investment yields of the principal media 
of interest to 


series of 
through the 


professional investors. 


Watch for this new and exclusive feature 
next month. 








NEW INVESTMENT BOOKS 


U. S. Government Bond Market An- 
alysis 

LEROY M. PISER. New York Institute of Fi- 

nance, New York City 5. 60 pp. $3.00. 

The author, research director of a gov- 
ernment bond house, presents in this 
edited transcript of ten lectures at the 
Institute his views on the Government 
market and the components which make 
it tick. As the yardstick for money rates, 
the market is most important, as well 
as a fundamental part of Treasury 
machinery for providing funds for na- 
tional needs. Mr. Piser discusses it from 
the viewpoint of the Treasury and the 
Federal Reserve Board, explaining as 
well the organization of the market and 
the various classes of bank and non- 
bank investing units which use it as an 
outlet for funds. Yield curves and differ- 
ences in yield are studied and the con- 


cluding chapter presents a survey of the 
market situation as of the last lecture 
in January, 1952. 


The Stock Market (Third Edition ) 


CHAS. A. DICE & W. J. EITEMAN. McGraw- 
Hill Book Co., Inc., New York City. 460 pp. 
$8.00. 

This authoritative work, originally 
published in 1926, and brought up to 
date in this edition, explains the oper- 
ation, organization and interrelation of 
the many forces which make stock mar- 
kets. The elements are made abundantly 
clear but the book also contains much 
information of a more advanced nature 
such as barometers used in forecasting, 
securities analysis and factors affecting 
stock prices. The background is particu- 
larly detailed in a historical sense and 
the fundamentals are explained without 
ambiguity, making it especially useful for 
textbook purposes. 








ACH HT CLOSE 
EW i2 CLOSE 


NEW WINDOW DISPLAY SERVES CHICAGO INVESTORS 


S STOCK AVERAGES 


a 


STHLITIES 


BAILS TOLEME 


HORNBLOWER & WEEKS 


THIRD FLOOR - 





[34 SOUTH LASALLE ST. 


Brokerage and investment firm of Hornblower & Weeks placed unusual window display on 

ground floor of its Chicago offices, in The Exchange National Bank Building. The firm 

records the Dow-Jones Stock Averages of representative stocks in each of the Industrial, 
Railroad and Public Utility classifications. New figures are posted each hour. 
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UNITED STATES SAVINGS BONDs 
April, 1952 


SALES REDEMPTIONS 
(in millions of dollars) 
SERIES E 267 278 
SERIES F 10 76* 
18 
SERIES G 37 62 


AtoDincel. 5% 
$314 $439 
*Matured (Series E and A to D incl.) 





SPECIAL OFFERINGS ON 
NEW YORK STOCK EXCHANGE 


None Since March 5th. 





Making Profits in the Stock Market 


JACOB O. KAMM. World Publishing Co., 

Cleveland. 152 pp. $2.00. 

The author contends that the stock 
market amateur can, if he has the neces- 
sary attributes, make his market actiy- 
ities a profitable hobby. He explains in 
simple terms market principles and what 
the novice must know in order to manage 
his modest capital with a reasonable de- 
gree of success. Sources and _ interpre- 
tation of information are explained, as 
well as the rudiments of investment ap- 
praisal, formula and dollar averaging 
techniques, and hints on setting up the 
portfolio. An excellent primer for the 
novice, it tells the basic facts in a clear 
readable manner. 


A AA 


Economic Edueation in 
Secondary Schools 


A national campaign for better eco- 
nomic education in public schools has 
developed from the workshop sponsored 
in 1948 by New York University with 
the assistance of the Committee for Eco- 
nomic Development, a non-profit organ- 
ization of businessmen and_ scholars. 
The 71 secandary school teachers and ad- 
ministrators who spent three weeks in 
full and free discussion with economists, 
businessmen, labor leaders and govern- 
ment officials, found the experience so 
valuable that they formed the Joint Coun- 
cil on Economic Education to establish 
similar programs through the country. 

Workshops have grown from one in 
1948 to 14 in 1951 and more than 24 are 
scheduled for 1952. After lectures and 
discussions have laid a groundwork of 
facts, definite plans are made for incor- 
porating economic data into public school 
curricula. In addition, regional councils 
are formed and community programs de- 
veloped for in-service teacher training, 
adult education, public lectures and the 
development of economic education ma- 
terials. 

CED supports the national program 
and underwrites an annual national 
workshop in New York. 
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How earnings work to produce move oil 


IMPORTANT FACTS FROM THE 19541 ANNUAL REPORT OF STANDARD OIL COMPANY (NEW JERSEY) 


N THE FREE WORLD, people use tremendous 
§ ont of oil. Meeting their needs, rising 
year after year, has been one of the notable in- 
dustrial accomplishments of our time. 

For example, the peak war effort in 1945 
pushed use of oil 23% higher than in 1940. This 
looked like a mark that would not be topped for 
years. 
~ But vigorous post-war reconstruction, and ex- 
pansion of industry, transportation and agricul- 
ture, made oil use in 1946 greater even than in 
1945. Andin 1951 it was 58% higher than in 1946. 

To supply this oil has called for great expansion 
by the petroleum industry. It has meant new wells, 
pipe lines, storage tanks, refineries, tankships .. . 
in times of high costs. 

The job has required a vast outlay of money, 
which has been provided largely by the industry’s 
own earnings. 

How this works out is shown in the case of 
Standard Oil Company (New Jersey), an Amer- 
ican corporation having investments in companies 
carrying on the varied functions of the oil busi- 
ness in the United States and abroad. 

Consolidated net income of Jersey and affiliates 
for 1951 was $528,461,000. Of this, $278,862,- 
000, or 53%, was used to help provide new 
equipment. , 

In the six years since 1945, Jersey and affiliates 
have spent $2,350,000,000 for replacement and 
expansion of facilities. Depreciation and depletion 
reserves provided only 44% of that amount. The 
largest share of the expenditure was met by the 
reinvestment of earnings. 

During 1951 alone, to do their part in supply- 
ing more oil for the free world, companies in 
which Standard Oil Company (New Jersey) has 
investments: 

‘Discovered Oil 

In the United States, made new oil discoveries in 

the Williston basin, the Uinta basin, and Texas... 

In Latin America, extended known fields in Vene- 

zuela, and opened up a new area in Colombia... 

In the Middle East, Arabian American Oil Com- 

pany made two important discoveries, one in the 

offshore waters of the Persian Gulf... 


‘Developed Production 


In the United States, drilled more wells than in any 
year since 1937, and greatly expanded secondary 
recovery operations to get more oil from existing 
fields ...In Venezuela, completed 190 producing 
wells... In Canada, increased total producing wells 
from 844 to 1,140... In the Middle East, Arabian 
American Oil Company and Iraq Petroleum Com- 
pany increased production 57% ... 


‘Expanded Refining Capacity 
At Baton Rouge, La., and Everett, Mass., enlarged 


refineries ... At Winnipeg, in Canada, opened a 
new refinery and, at Edmonton, Sarnia, and Van- 
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couver added facilities... At Fawley, England, 
put the largest refinery in the United Kingdom on 
stream... At Antwerp, Belgium, proceeded with 
field work on a large refinery . . . at Durban, South 
Africa, started work on a refinery, and at Bombay, 
India, completed arrangements to build a new 
one 


7 Expanded ‘Transportation 


In the United States, boosted pipe line capacity 
substantially, particularly in the South . . . Ordered 
twelve new ocean-going tankships, bringing the 
post-war total of those purchased or contracted for 
to 72... Began to bring Western Canadian oil to 
consumers in the Eastern provinces by means of 
two large, new Great Lakes tankers, with a third 
going in service this spring . . . In Iraq, Iraq Petro- 
leum Company brought near completion a new 
556-mile pipe line from the oil fields to the Medi- 
terranean. It will permit oil production in Iraq to 
be more than doubled in 1952... 


Advanced Research 


Put into the search for new and improved proc- 
esses and products a total of $23,100,000, one of 
the largest expenditures for such a purpose by any 
company... 


Continued Good Employee Relations 


The interest of the company and its employees in 
maintaining good mutual relationships resulted in 
another year without strikes or work stoppages 
in the domestic affiliates. This was an important 
factor in meeting the increased demand for oil... 


A’ THE FREE WORLD GROWS IN STRENGTH, it 
‘ calls formore and more oil. So, not just to 
the 254,000 shareholders who own Jersey, but to 
people on freedom’s side all through the world, 
the two outstanding facts about our Annual 
Report for 1951 are: (1) Jersey affiliates again 
did their part in meeting the growing needs for 
oil; and (2) the competitive business system that 
did this job produced the earnings to help meet 
even greater needs in the future. 


FINANCIAL SUMMARY 


Standard Oil Company (New Jersey) 
and Consolidated Affiliates 


Total income from sales, services, 
dividends and interest..................0000 $3,863,317,000 
Pe IIE iio ercetecde ate eeeeaate $528,461,000 
or $8.72 per share 


SPIN sah aces csesssasapeiaeencatestnaaccueneieapates $249,599,000 
or $4.12 per share 
Wages and other employment costs 
Taxes charged to income *....-.5400,700,000 
Other taxes, collected for governments..$329,900,000 
Spent for new plants and faciiities.......... $381,824,000 
Number of shareholder-ownets................00 254,000 
Number of employees 120,000 





We'll gladly send a copy of the full report if you wish one. 
Write Room 1626, 30 Rockefeller Plaza, New York20,N.Y. 


STANDARD OIL COMPANY (NEW JERSEY) 
AND AFFILIATED COMPANIES 
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RAILROADS 


(Continued from page 342) 


War I, 15 cents an hour was big money 
for this labor. In December 1951, their 
straight-time hourly pay averaged $1.42. 
The railroads thus have a special reason 
for embracing machines in the displace- 
ment and/or “tooling” of the mainten- 
ance-of-way hand. The basic difficulty 
has been that the heavy, awkward, non- 
repetitive work of maintaining railroad 
roadways—requiring a mobile produc- 
tion line—does not lend itself readily 
to mechanization. But for every opera- 
tion in maintaining track, the railway 
supply industry can now provide suit- 
able machines. Some of them are strange 
—looking contrivances, but they have 
proved marvelously efficient. It is the 
rule, rather than the exception, that 
these new machines recover in one year, 
in reduction of maintenance costs, their 
entire first cost and mechanical main- 
tenance. One company saved the cost 
of a mechanical ballaster in the first 
nine months of service. Another, with 
three cribbing and tamping machines, 
costing only $56,000 apiece, found it 
could perform, with seven men, what it 
used to take 165 men to do, and got 
its money back in just six months. 





Even small tools pay handsomely. A 
power-driven wood augur is a modest, 
inexpensive tool. Yet a railroad, with 
a gang of eight men, with only $4,500 
worth of small wood-working tools, 
showed savings, in one year alone, ‘of 


$12,000. 


The development of these roadway 
maintenance tools came none too soon. 
It is in the field of track maintenance 
that the railroads can least afford in- 
flation costs, for they are greatly handi- 
capped in comparison with most of 
their competitors—which either escape 
roadway costs entirely or share them 
with the general public. If. for example, 
the cost of maintaining track goes up 
100 per cent, the advantage of inland 
barges over competing _ railroads 
doubles because the large operators paid 
nothing for their “roadway” in 1939, 
and pay nothing now. The amazing sav- 
ings from roadway machinery are the 
only means of salvation vouchsafed the 
railroads under the present dispensation. 


Traffic Control Economies 


In these days of the 40-hr. week, it 
costs about $15,000 a year to maintain 
an open telegraph office for controlling 
movements by train order. Centralized 
traffic control, by which signals and 
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switches may be controlled remotely 
from one office, for distances as great 
as 300 miles, enables railroads to close 
many operators’ offices. C.T.C. also 
saves train time, brakeshoe and wheel 
wear, pulled-out couplings and damage 
to lading, by eliminating the stops and 
starts formerly involved in passing 
trains around each other. With C.T.C. 
it is rarely necessary to construct addi. 
tional tracks when traffic increases, and 
frequently it is possible to dismantle 
existing second or third track, use it 
elsewhere, and save, in perpetuo, main- 
tenance and taxes on the property util- 
ized. Taking only direct operating say. 
ings, a recent study of a cross-section 
of C.T.C. projects showed annual sav. 
ings ranging from 13 to 100 per cent 
of cost. 


There are about 227.000 grade cross. 
ings in the U. S. More than 4,000 are 
still protected by 
wages have risen steeply in recent years 
and whose number has had to be’ in- 
because of the 40-hr. week. 
Railroads are replacing them with auto- 
matic gates or warning light flashers as 
quickly as possible, wherever they can 
authorities to cooperate, 
One railroad says it averages savings 


watchmen. whose 


creased 


induce local 

of 37 per cent per installation per year. 

Another is realizing an average of 50 

per cent on 20 new automatic gate jobs 
and the gates are more reliable. 


Radio 
immense benefits in 
venience. Conductors at the end of long 
freight trains no longer have to wonder 
why, when the train makes an un- 
scheduled stop; then, after a long de- 
lay. hoof it over 


brought 
service and con- 


communication has 


or along—a mile of 
cars to find the cause. Yardmasters can 
keep in instant touch with switch en- 
gines working miles away in complex 
industrial districts, relaying to them 
the latest service requests from shippers. 
Train crews can inform stations—and 
the train dispatcher—of unforeseen de- 


lays. 


But the full potential operating sav- 
ings from radio have not yet been real- 
ized because it is superimposed upon 
an existing system of telephone and 
telegraph and the use of wayside op- 
erators for all normal, official communi- 
cation between the dispatcher and train 
crews. However, if the regulatory and 
union pressures which force this con- 
dition relax, and if radio proves as 
reliable as telephone and_ telegraph 
under all conditions, a new reservoir 
of potential savings can be tapped. 
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The Bearing Fight 


Another influence on railroad service 
and on the pocketbook, is the control— 
even elimination—of the “hot-box” or 
bearing failure. Some railroaders and 
suppliers believe that the hot box can 
be abated only by installation of roller 
bearings. Others believe that it can be 
controlled with the conventional solid 
bearing through better inspection and 
servicing en route, or improved pack- 
ing and lubricating. 


It is the hottest controversy in the 
business since the automatic coupler was 
born out of hundreds of contending 
designs. From such fair and open debate 
and experimentation, nothing but good 
for the railroads, their customers and 
their owners can result. 


‘Selectivity’ in Rates and Service 


If the internal combustion engine, 
paved roads and durable rubber tires 
had been developed before the steam 
locomotive and the flanged wheel, the 
country’s railroad plant would be a far 
different mechanism. The railroads are 
passing through the painful phase of 
sloughing off tasks which they could do 
better than the horse and wagon, but 
which they cannot do as well as the 
motor vehicle. The extermination of the 
local passenger train, for example, in 
the face of sometimes nostalgic opposi- 
tion of state utility commissions, is 
proceeding apace. 

Yet a great deal of traffic which the 
Railroads are losing to competitors is 
being lost for reasons other than in- 
herent inferiority. Consider ultra long- 
distance, high density, profitable freight, 
which is going to burgeoning transcon- 
tinental Truck Since 1945, the 
average length of haul of truck com- 
panies has increased substantially. Dur- 


lines. 


ing the same period, the average haul 
of freight on the Railroads has shrunk 
materially, to 230 miles in 1951. In 
contrast, one truck line had an aver- 
age haul of 1,573 miles—and reported 
that 52 per cent of its tonnage was 
interchanged with other carriers. Such 
a trend is partly due to subsidization of 
truck use of highways. 


But more important are two pricing 
and service characteristics of the Rail- 
road business. One is the rate structure, 
formulated in old “monopoly” days, 
and encouraged and sanctioned by the 
government, which sparked development 
and extension of markets by carrying 
cheaper commodities at less than cost, 
and making up the difference by higher- 
than-cost charges on commodities held 
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better able to bear the burden. The 
Trucks hold themselves out only to 
carry the latter, and capture it partly 
through undercutting the railroads’ “um- 
brella” rates, and partly through faster 
service. 

Second is the fact that railroads are 
true common carriers. They cannot— 
by rate or service discriminations—dis- 
courage the offered business of freight 
which—because it is short-haul, awk- 
ward, low-rated, or destined to light 
traffic areas—is unprofitable to carry. 
But their competitors can—and do. J. K. 
Knudson, head of the Defense Trans- 
port Administration, before a truckers’ 
group last year stated: “Treating alike 
all shippers and all shipments is a key- 
stone of the regulatory statute. We have 
no sympathy with the motor carrier 
guilty of the sin of selectivity.” 


These inequalities of status and prac- 
tice are the real reason why Trucks 
take transcontinental freight away from 
Railroads, by undercutting rates when, 
as a matter of fact, the average charge 
per ton-mile of all common carrier 
Trucks is four times that of the Rail- 
roads and the costs of railroad haulage 
taper much more sharply, as distance 
increases, than highway movement. 
Trucks find the “soft-spot” in the rail- 


roads’ traditional rate structure and ex- 
ploit it. 


Contract Rates—and Inflation 


Now that the railroad monopoly has 
disappeared, a revolution in transporta- 
tion pricing and in service obligations 
is long overdue. Either the railroads’ 
competitors must become true common 
carriers or the railroads must be allowed 
to join the ranks of the specialists who 
make contract rates for their service. 
Nobody can stay in business as the only 
“stand-by” operator. If the country de- 
cides that it can get along best with 
specialists, the railroads have some spe- 
cialties of their own, with which — in 
free competition — they can meet any 
other form of transportation, for all but 
a small fraction of the total freight 
traffic. 


The effect on railroad charges of the 
technological revolution has been great- 
ly obscured by the counter-trend of in- 
flation of the national price level. Never- 
theless, it—rather than any change in 
government policy, betterment in labor 
relations, or change in the traffic level— 
is the reason why rate increases since 
1939 have been considerably less than 
the rise in wages and the prices of ma- 
terials and supplies of between 130 and 
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140 per cent. Actually, the price of 
railroad transportation is not measured 
in the general rate level, as affeeted by 
general national increases—which are 
subject to “hold downs,” changes in 
length of haul and shifts among compet- 
ing transportation agencies. It is better 
measured in “average revenue per ton- 
mile,” which is what the customer actu- 
ally pays. At the end of 1951, this aver- 
age charge was only 39 per cent above 
what it was at the end of 1939. 


Pierre Bretey, president of the Na- 
tional Federation of Security Analysts, 
estimated recently that, were it not for 
the technological improvements made 
since 1940—largely labor saving—Rail- 
road operating expenses in 1951 would 
have been $1.6 billion more than they 
were. He arrived at this figure by tak- 
ing the $8 billion the railroads spent 
in capital improvements 1940-1950 and 
assuming annual operating economies 
of 20 per cent on investment. The more 
inflation proceeds, the greater will be 
the fruits of investments made in the 
past, and the more inviting additional 
investment in labor and materials-sav- 
ing devices. 


These extraordinary yields have re- 
quired—like good seed—extraordinary 
expenditures. In the 12 years, 1929- 
1940, purchases of equipment and ma- 
terial by the Railroads averaged $111 
for each $100 of net operating income 
earned. During the five war years, 1941- 
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1945, they averaged $106. But during 
the years since the end of World War 
II, 1946-1951, they have averaged $238 
for each $100 of net. Thus, in the re- 
cent past purchases for the improvement 
and maintenance of railroad plant have 
been more than twice as great, in pro- 
portion to net earnings, than they were 
in the preceding 16 years. 


This means that Railroads have been 
using their scanty net earnings (plus 
what they could borrow on equipment) 
in the belief that the country will need 
and use the facilities thus modernized 
and expanded, and that the railroads’ 
handicaps will be removed to permit 
them to sell their services in an unrigged 
market. 


Rich Man, Poor Man 


The industry’s hierarchy of earning 
power is not static. In a number of 
cases, yesterday’s paupers have today 
become the aristocrats of the business; 
and some traditionally “gilt-edge” have 
become the problem children. 


Earning power is no longer so closely 
related to fixed debt and its charges as 
it once was. Management has often used 
as much of its net as possible to buy 
in debt. It has also taken advantage 
of the money market to refund at lower 
interest rates. Fixed charges in the 
industry as a whole are down to the 
lowest level in about forty years, run- 
ning about $400 million annually, com- 


pared with $700 million twenty years | 


ago. 

It follows that bankruptcy and reor. 
ganization no longer solve the problem 
of the weak earner. The causes of rela- 
tive poverty lie elsewhere. Walter F, 
Hahn, railroad security analyst of New 
York, proves that railroads located jn 
sections of the United States which ep. 
joy high “growth factors” in popula- 
tion and business expansion are much 
better able to absorb the shocks of ip- 
flation and losses of traffic to competi- 
tors than those in the more stable areas, 


Among the 28 Railroads which en. 
joyed the largest gains in revenue since 
the years just before World War II, 
Mr. Hahn found that this group, in- 
cluding all nine of these which earned 
over $10 per share of common stock 
in a recent year, were located in growth 
areas. Only eight of the 28 failed to 
earn $5. Conversely, the ten railroads 
which showed the smallest gross reve- 
nue gains since the pre-war period had 
a net income averaging only 74 cents 
a share. 

In the revenue increases of individual 
companies, the greatest gain was 229%; 
the smallest, 54°7. Of the 28 roads with 
the largest gains in gross, 18 are in the 
West, 7 in the South, and only 3 in 
the East. This showing is in full accord 
with trends in population and industrial 
activity—the census for 1950 showing 
that the West gained 41%¢ in population, 
the South 13%, the Eastern states but 


10%. 
Some Changing Criteria 
The classes of commodities from 


which a railroad earns the bulk of its 
living, and whether short or long haul, 
play a large part in its ability to do 
well in what Hahn calls “a generally 
unfavorable environment” for the in- 
dustry as a whole. A road once de- 
pendent upon anthracite coal for do- 
mestic heating markets obviously must 
fare relatively worse today than a road 
in an area recently industrialized. A 
long-haul carrier suffers less diversion to 
trucks than a road in New England, 
for example. A line which never had 
much passenger business is affected 
neither by the loss of what it used to 
enjoy or by the costs of carrying pas- 
sengers, which rise faster than those 
for carrying freight. A company able 
to take trainloads of freight over the 
full length of the railroad—where costs 
are closely controllable through tech- 
nological improvement—letting its con- 
nections perform the expensive terminal 
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operations where the impact of inflation 

i; much greater—should today do rela- 
aby better than a road which was 
once strong because of its success in 
“getting into the right places.” 


Past expenditures for capital im- 
rovements—conditioned in part by 
availability of net income and in part 
by managerial choice—— also play a 
significant role in an individual com- 
pany’s ability to cope with inflation. 
Certain roads in small-growth territor- 
ies, without native advantages, may 
nevertheless give a good showing in 
ability to control costs. Some railroads 
which may still look “sour” have alert 
managements working on cost control. 


One of the best measurements of suc- 
cess in this regard is the ratio of trans- 
portation expenses to gross revenues. 
For Class I railroads the transportation 
ratio was 37.9 in 1951, compared with 
33.2 in 1941. Of 26 important railroads 
which have not been through bank- 
ruptey reorganization since 1929, not 
one enjoyed a lower ratio in 195] than 
they did 10 years ago. But, of 27 com- 
panies which have been through re- 
organization since that date.—and were. 
therefore, poor roads in the not-too-dis- 
tant past — eight managed to achieve 
lower transportation ratios in 195] than 
in 194), lines Chicago 
Great Western; Denver & Rio Grande 
Western: Gulf Mobile & Ohio; Lehigh 
Valley; Minneapolis & St. Louis; Nor- 
folk & Southern; Seaboard Air Line; 
and Western Pacific. The latter 
first prize, with a reduction from 36.0 
in 1941 to 27.7 in 1951. Back in the 
Thirties all of were considered 
“weak.” P 


These were: 


won 


these 


The future of the railroads as earn- 
ing enterprises will rest heavily upon 
technological improvements which, to 
date. have returned outstanding yields 
on their cost and, which, if inflationary 
trends continue, will become increasing- 
ly profitable. To obtain these returns 
the railroads need more money. There 
are hopeful signs that in the arena of 
politics they may be successful in identi- 
fying that need with the public interest. 
In that event, the present disparities in 
the earning power of individual com- 
panies may narrow. 
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Detailed information on the technologi- 
cal developments mentioned by the authors 
of the accompanying article is available 
in issues of Railway Age as indicated: 

Date Page 
Growing use of 
diesel power 
1951 efficiency statis- 
tics March 24, ” 12 
Yard, terminal im- 
provements May 
March 
Track maintenance Jan. 
Central traffic control — Jan. 


March 24, °52 11 
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Both for individual and institutional 
burden of Federal income taxes calls for realistic con- 


Thus, a savings bank or corporation, subject to a 
normal and surtax amounting to 52%, would realize a 
greater return from tax-free bonds yielding 1.75%, than 


from taxable issues paying 3.50% and possibly subject 


For an individual, the advantage of tax-free bonds 
| may be even greater. ‘A business man with a 
taxable income faces a Federal tax rate up to 80%. He 
would secure a larger net income from tax-free bonds 
yielding 2% than from taxable bonds or stocks paying 


The careful selection of municipal issues to meet indi- 
vidual or institutional requirements is a task in which 
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vestors, and from commercial and mutual savings bank 
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EQUIPMENT TRUST CERTIFICATES ¢« INVESTMENT STOCKS 


Equipment Trusts in Demand 


As the railroads continue to modern- 
ize, new issues of equipment trust certi- 
ficates are coming to market and meet- 
ing generally excellent reception. There 
is especial demand for those secured by 
pledge of new diesel locomotives, of 
which fewer will, of course, be available 
as the roads complete their dieselization 
programs. The unquestioned security of 
these obligations is enhanced by accel- 
erated depreciation schedules under 
certificates of necessity which provide 
the funds to meet maturities as a non- 
cash charge against income. 
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Mutuals Cross the Border 


A logical development of the ever- 
increasing interest in the potential 
growth in Canadian resources and in- 
dustry is the chanelling of investors’ 
funds in the United States across the 
border through the vehicle of that lusty 
financial infant, the mutual fund. Re- 
cently one such company, Canadian 
Fund, Inc., has been underwritten in 
this country by a nation-wide syndicate 
of over one hundred investment firms, 
while two others have filed registration 
statements with the SE.C. One of these 
companies whose application is being 
considered, Resources of Canada In- 
vestment Fund, Ltd., is domiciled in 
Canada; the other two are American 
corporations. It is understood that sev- 
eral other mutuals of Canadian origin 
are watching the progress of Resources 
of Canada with the Securities Commis- 
sion. 

The third fund, Natural Resources of 
Canada Fund, Inc., as its name implies, 
will invest in securities of Canadian 
natural resource companies and insofar 
as practicable in companies whose activ- 
ities in addition to the production and 
manufacturing and processing of prod- 
ucts from natural resources also include 
exploration and development of new 
fields and sources of natural resources. 
Sponsors and managers will be Frank 
L. Valenta and Co. who also guide the 
destinies of Natural Resources Fund, 
Inc., a mutual which in two years has 
grown to over $4 million. 


Upon completion of its intitial offer- 
ing as an investment company of the 
closed-end type—which is expected to 
net about $10 million—Canadian Fund, 
will become an open-end mutual and a 
continuous public offering of its shares 
will be made by Calvin Bullock of New 
York. Subject to control of the board of 
directors the same firm will supervise 
the company’s investments and provide 
clerical, accounting and statistical ser- 
vices as well as office space. The di- 
rectors will be the same persons who 
constitute the board of Canadian In- 
vestment Fund, Ltd. and who are in 
the main residents of Canada. This latter 
fund, sponsored by Calvin Bullock, Ltd., 
of Montreal is the largest open-end 
fund in Canada with assets of approxi- 
mately $45 million, but its shares are 
not distributed in the United States. 


It will be the policy of Canadian 
Fund, Inc., to invest in the securities of 
companies wherever organized, which 
may be expected to benefit by any 
growth or development of Canada. This 
may include companies of United States 


origin with substantial interests acrogg | 


the border, as well as those domiciled 


in the Dominion and indigenous to} 


Canada. 


Resources of Canada Investment 
Fund, Ltd., was organized in March, 
1950 to maintain a diversified port. 
folio of securities particularly in Cana. 
dian mining, natural gas and oil com. 
panies whose properties are already jn 
production or are being readied for 
production. President is J. Ernest 
Savard, senior partner of Savard and 
Hart, members of the Montreal Stock 
Exchange and Montreal Curb Market. 


GROUP PERFORMANCES 
Percent Chonge Dec. 3), 1945 - Dec. 31, 1951 
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SELECTION anp RISK 
DIVERSIFICATION 


This chart of group performances of com 
mon stocks during 1945-1951 illustrates the 
vital importance of spreading investment 
risk among many industries. Prepared by 
Calvin Bullock’s Investment Management 
Department, the chart also demonstrates the 
necessity of competent security analysis an 
portfolio supervision. 
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LIFE INSURANCE TAXATION 


667 \ HERE MUST BE A DECISION on that 

, pet you say. “With $250 bil- 
lion in life insurance in force and 100 
million policyholders, that question 
must certainly have arisen before.” It 
probably did, but fortunately or un- 
fortunately, that does not mean that 
there is a reported decision on that 
particular point. 

To begin with, many errors in tax 
returns are never discovered, and posi- 
tions taken by taxpayers without au- 
thority, or at least without authority 
acquiesced in by the Bureau of Internal 
Revenue, are often not picked up. Of the 
errors that are discovered and the doubt- 
ful positions that are challenged, the 
great majority are disposed of by settle- 
ment, most often by the give and take 
process of negotiation. None of these 
cases is available to taxpayers as pre- 
cedents for the treatment of a given 
item. Only a very small percentage of 
tax controversies are disposed of by the 
courts. This does not nevertheless lessen 
the desire for certainty in matters so 
near to the pocket book. 


What is Insurance? 


Until recently it was thought that pay- 
ments made by a security exchange to a 
member’s widow did not constitute a 
payment of life insurance for Federal 
estate tax purposes. The Bureau of In- 
ternal Revenue so ruled and the Tax 
Court so held. But along came Comm. 
v. Treganowan, (C.A. 2nd) 183 F. 
(2d) 288. 

The Constitution of the New York 
Stock Exchange provides for the pay- 
ment out of its Gratuity Fund of $20,- 
000, or so much thereof as has been 
collected, to the widow and children 
of a deceased member. Before election 
to membership in the Exchange one 
must contribute $15 to the Gratuity 
Fund and pledge that he will make a 
voluntary gift of $15 to the family of 
any deceased member. From time to 
time certain profits of the Exchange 
have been contributed to the Fund and 
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he is now specializing in the practice of 
Federal tax law in New York City. 








its financial stability by 1941 was such 
that the Exchange took steps for its 
reduction by foregoing contributions 
from members. In 1944 member Strauss 
died and the Commissioner imposed an 
estate tax on the $20,000 paid to his 
widow on the ground that it constituted 
the proceeds of life insurance. 

The term “insurance” is not defined 
by statute and Treasury interpretation 
of the term has never gone beyond a 
mere statement that Section 8]1(g) in- 
cludes “insurance of every description, 
including death benefits paid by fra- 
ternal beneficial societies operating 
under the lodge system.” Aside from the 
contention that the payment did not 
constitute insurance proceeds,' the es- 
tate had argued (1) even if the amount 
received by decedent’s widow were view- 
ed as insurance, the decedent did not 
possess at his death any incidents of 
ownership with respect thereto, and (2) 
even if it constituted insurance, no por- 
tion thereof was includible in his estate 
under the premium payment test of 
Section 81l(g) by reason of the fact 
that decedent made no _ contribution 
thereunder and possessed no incidents 
of ownership therein after January 


10, 1941. 


1In deciding that the payment to Mrs. Strauss 
was not insurance within the meaning of the stat- 
ute, the Tax Court had followed the test announced 
in the leading case of Helvering v. Le Gierse, 312 
U. S. 531, that “historically and commonly insur- 
ance involves risk shifting and risk distributing.” 





These arguments were, however, 
overruled by the Second Circuit. A ma- 
jority of the court felt that the deceased 
member did possess at least some of the 
incidents of ownership, including in 
the concept of incidents of ownership 
the right of the insured or his estate to 
the economic benefits of the insurance. 


In Estate of William E. Edmonds, 16 
T.C. No. 14, the Tax Court, in a case 
on all fours with the Treganowan case, 
abandoned its position and accepted the 
opinion of the Second Circuit as laying 
down the correct law. 


Compensation at Capital Gains Rates 


Talking capital gains to a taxpayer 
is like showing a bone to a dog. The 
difficulty, however, has been that courts 
generally are aware of this fondness of 
taxpayers for capital gains, and, in their 
efforts to protect the revenue, have 
pretty well thwarted most attempts to 
convert ordinary income into capital 
gains, especially compensation for ser- 
vices.* It follows that when the Internal 
Revenue Code is specifically amended to 
give capital gains treatment to compen- 
sation for services, this is something 
worth looking into. Such a provision 
is Section 329 of the Revenue Act of 
1951. 


Some employment contracts provide 
for payments to the employee after the 
employment period, based upon a share 
of future profits. Such payments when 
received are taxed as ordinary income, 
since they are held to constitute addi- 
tional compensation. In the past, if the 
employee chose to receive a lump sum 
payment in lieu of the contract rights 
upon termination of his employment, 
the entire lump sum was included in 


*Judge Learned Hand, dissenting, would have 
restricted the meaning of the phrase to the more 
specific powers such as the right to change the 
beneficiary or the right to borrow on the policy 
or surrender it, etc. 

®Note the recent case of Shumlin, 16 T.C. No. 
51, in which a theatrical producer unsuccessfully 
attempted to get capital gain treatment on a lump 
sum payment for the release of rights to a per- 
centage of receipts. 
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one year’s income. A new sub-section 
(o) to Section 117 extends, with 
certain restrictions, capital gains treat- 
ment to amounts received by an em- 
ployee, upon termination of his em- 
ployment, in exchange for his release 
of all his rights to receive a percentage 
of future profits or receipts. Payments 
are taxable as long term capital gains 
rather than ordinary income if all of 
the following conditions are met: 


1. The employee must have been em- 
ployed for at least 20 years by the em- 
ployer whose future profits or receipts are 
involved, prior to the assignment or release. 


2. For a period of at least 12 years, the 





terms of the taxpayer’s employment must 
have contained the right to receive a per- 
centage of future profits or receipts earned 
by the employer during a period begin- 
ning after the end of the taxpayer’s em- 
ployment. 

3. The right to receive a percentage of 
future profits or receipts must be for life 
or for at least 5 years after the termina- 
tion of employment. It is not necessary 
that the contract specify that the payments 
be for life or for more than 5 years. It is 
necessary only that the effect of the con- 
tract is to give the taxpayer the right to 
such future profits for life or for a period 


of more than 5 years. 


4See summary of 1951 Revenue Act by Staff of 
Joint Committee on Internal Revenue taxation. 
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4. The dssignment or release must be 
made after a complete and bona fide term. 
ination of employment and must convey 
only the employee’s rights to the percent. 
age of future profits or receipts. 


5. The total amount received for the 
assignment or release must be received 
after the termination of the taxpayer’s em. 
ployment and in one taxable year. 

It would seem that this new provision 
of the law should benefit many life in. 
surance underwriters personally. By as. 
signing or releasing, upon retirement, 
their right to renewal commissions for 
a lump sum, they can obtain the benefit 
of long term capital gains treatment if 
the 20 and 12 year requirements are 
met. It should be noted that the pay- 
ments received by the employee do not 
have to be made by the employer. If 
the contract rights are assignable. the 
employee can sell them to a third party 
without losing his right to capital gains 
treatment. 


Insurance on Life of Debtor 


In Estate of Frank Hall 17 T.C. No. 4, 
one Snedecker indebted to Hall. 
After Hall’s death a compromise agree- 
ment was entered into between Sne- 
decker and Hall’s estate, whereby the 
principal was extension 
given and interest at 3°% provided for. 
In addition, as security Snedecker as- 


was 


reduced, an 


signed to Hall’s estate. among other 
things, insurance policies on his life 
aggregating $100,000 face amount. The 
estate agreed to pay the insurance pre- 
miums on the policies, and Snedecker’s 
debt to the estate was 
creased by the amount of the premiums 


not to be in- 
paid. 

After Snedecker paid the debt he 
the insurance 
policies for their then cash surrender 
value. Cash received from Snedecker 
in payment of the surrender value of 
the policies was to be retained by the 


was entitled to recover 


estate for its own account and was not 
to reduce the principal amount of the 
debt because the estate was paying the 
premiums. The only instance when the 
proceeds of the policies could be ap- 
plied to reduce the principal of the debt 
was upon Snedecker’s death. 


The estate claimed a deduction for 
the premiums paid, either as a business 
expense under Section 23(a) (1) (A) of 
the Code or as a non-business expense 
under Section 23(a) (2). The Tax Court 
made short work of the first contention, 
saying merely that the evidence did not 
show that the estate was any more than 
“a casual administrator.” The court dis- 
tinguished Dominion National Bank, 26 
B.T.A. 421, in which it had allowed 
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| , creditor to deduct premiums paid on 


life insurance policies assigned to it 


py the debtor, on the ground that the: 


axpayer, a corporation, was engaged in 
business. 

The court had a bit more difficulty 
with the second contention. The Su- 
preme Court had already held in Bing- 
ham v. Comm., 325 U.S. 365, that since 
there was no requirement that business 
expenses be for the production of in- 
come there was no reason for that re- 
quirement in the case of like expenses 
of management of property held for 
the production of income. A trust was 
thus permitted to deduct management 
expenses “even though the particular 
expense was not an expense directly 
producing income.” It had been as- 
sumed that the principle of that case 
applied equally to an estate as well as 
to a trust. And perhaps it does. How- 
ever, in the Hall case, the Tax Court 
denied a deduction under 23(a) (2) as 
well. 

The court’s reasoning was principally 
along these lines. The insurance poli- 
cies were security for the payment of 
the principal amount of the debt. They 
did not yield income to the estate. The 
court disposed of the question of divi- 
dends by stating that they were re- 
tained by the insurer and applied to 
the annual premiums. On this basis 
the court held that the premiums did 
not constitute an expense “paid or in- 
curred for the production or collection” 
of income for the estate. The function 
of the assigned insurance policies, the 
court noted, was to serve as an instru- 
ment in the collection of an asset of the 
estate. The insurance premiums were in 
the nature of capital expenditures. Un- 
recovered premiums represented a cost 
of collecting the debt, which would con- 
stitute a capital expense. The principal 
of the debt when recovered would, of 
course, not be reportable as income of 
the estate and hence the insurance 
premium expense was not paid “for 
the management, conservation, or main- 
tenance of property held for the produc- 
tion of income.” 

Four judges: registered dissents, tak- 
ing a more practical view of the prob- 
lem. They pointed out that the situation 
was not essentially different in principle 
from fire insurance premiums paid on 
a policy covering a house owned by 
an estate on which it is entitled to re- 
ceive rent from a tenant. Such premi- 
ums have always been regarded as ordi- 
nary and necessary expenses paid for 
the management, conservation or main- 
tenance of such property. 
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Exclusions for Gifts of 
Future Interests 


Kieckhefer v. Comm., (C.A. 7th) 189 
F.(2d) 118, was a triumph for the tax- 
payer. There a man created a trust for 
his month-old grandson. The income 
was to be used, ff necessary, for the 
comfort, education and support of the 
grandson, but the grandson or his legal- 
ly appointed guardian (there was none 
at the time), was given the power to 
demand the corpus and accumulated 
income at any time. The Tax Court had 
denied the exclusion for gift tax pur- 


poses. 


The Court of Appeals, however, took 
a more liberal view. It pointed out 
that the only restriction on the gift 
lay in whatever disability the law at- 
tached to the fact of minority, the 
trust instrument itself containing no 
restrictions or conditions. The court 
held that mere legal disability does 
not make a future interest out of what 
would otherwise be a present interest. 
It remains to be seen whether the Gov- 
ernment will accept the doctrine of this 
case,” 


‘The Government decided not to file a petition 
for certiorari in this case. However, in Stifel, 17 
T.C. No. 71, the Tax Court refused to follow Kieck- 
hefer in a case essentially similar. 
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Under the present cases there is no 
authority specifically deciding whether 
a gift of life insurance to a minor cre- 
ates a present or a future interest. It 
would appear logical that insurance, 
just as any other property, should be 
eligible for the annual exclusion, pro- 
vided the donor has conferred the legal 
right to immediately use, possess and 
enjoy the benefits under the insurance 
contract. 


The whale problem of future interests 
under the gift tax law has produced ad- 
ministrative difficulties and an endless 
flow of litigation out of proportion to 
the revenue or the principle involved. 
The best solution might be to eliminate 
the future interest exception altogether. 


Buy-sell Agreements 


There is considerable confusion in 
many quarters as to the deductibility 
of premiums paid on life insurance used 
to implement a buy-sell agreement. Such 
premiums are expressly made non-de- 
ductible by Section 24(a)(4) of the 
Code. The difficulty that stdéckholders 
experience in meeting premium pay- 
ments out of income after taxes makes 
it very appealing in the average case 
for the corporation to carry the re- 
quisite insurance. In some jurisdictions 
an agreement by a corporation to pur- 
chase its own stock is unenforceable for 
lack of consideration on the theory that 
a corporation can purchase its stock 
only out of surplus, and the corporation 
may not have a surplus when the time 
comes to make the purchase. 


. This objection can be overcome, how- 
ever, by imposing the obligation to re- 
purchase only in the event the corpora- 
tion has a surplus at the time and pro- 
viding alternative measures in the event 
a surplus does not then exist. Flexibility 
may be introduced if the corporation is 
given an option to purchase and in the 
event it does not exercise the option the 
surviving stockholder or stockholders 
are compelled to purchase the stock of 
the deceased stockholder. 


There are certain tax dangers where 
the corporation purchases the stock. 
First, there is the question of mutuality 
of consideration discussed above, the 
absence of which might destroy the 
agreement’s effectiveness in fixing a 
valuation for estate tax purposes as 
well as present an obstacle to the con- 
summation of the sale. The second is 
the increased danger of the purchase 
price being taxed as a dividend to the 
remaining stockholder under Section 
115(g) to the extent of the accumulated 
earnings and profits on hand at the 


time. It is believed that this danger 
can be guarded against under existing 
law by making it clear that the obliga. 
tion is that of the corporation and not 
of the remaining stockholder, with the 
resultant benefits inherent in the cor. 
poration’s payment of premiums and 
the use of surplus to enhance the shares 
of the surviving stockholder without 
payment of tax. To date there has been 
no decided case applying Section 115 
(g) to a stock purchase of that kind. 

A word of caution is in order to 
avoid the trap of Code Section 22(b) 
(2) (A). Stockholders frequently have 
policies on their lives which they wish 
to assign to the corporation for their 
cash surrender value at the time of the 
assignment. If this is done, the corpora- 
tion under present law will have to pay 
a tax on the entire proceeds of the 
policy minus only the amount it paid 
to acquire the policy. And it is not sub- 
ject to capital gains treatment but is 
taxed as ordinary income. 

At present there is a move on foot 
to change the law so as not to tax pro- 
ceeds of life insurance paid by reason 
of the death of the insured on account 
of their having been assigned for a 
valuable consideration during the life 
of the insured.® This change would 
make more adaptable the use of life 
insurance for business purchase agree- 
ments and would remove the trap into 
which many have unwittingly fallen. 
Until then, however, great care must 
be exerted in the use of existing policies 
to implement buy-sell agreements. 





®See pages 48-49 of the Committee Reports of the 
Section of Taxation, presented at the American 
Bar Association Meeting in September, 1951. 


N. Y. Community Trust Reports 


The New York Community Trust 
made appropriations of $1,164,912 in 
1951 and its year-end resources rose to 
$19,178,448 from $19,128,066 a year 
earlier, according to the organization’s 
annual report, “New Look,” published 
today. During the year, $589,539 was 
contributed into the Trust — $209,897 
in five new funds and $379,642 in en- 
largements of 17 previously founded 
units. The Trust is currently administer- 
ing 93 funds for philanthropic uses. 


An “appraisal” of the Community 
Trust by a group of attorneys including 
John W. Davis, Joseph M. Hartfield, 
Timothy N. Pfeiffer and Roscoe Pound, 
terms it “an instrumentality deserving 


the favorable consideration of the public 
and the bar.” 
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Estate Planning Panel at Philadelphia C.L.U. Meeting 


Panel Develops Planned Estate 
Protection 


More than 350 life underwriters, ac- 
countants, attorneys, trust company ofh- 
cials, and other guests from within a 
150-mile radius of Philadelphia, attend- 
ed the Planned Estate Protection Panel 
sponsored by the Philadelphia Chapter. 
Chartered Life Underwriters, on April 
17. Following brief remarks by Chapter 
President James I. Taylor, Sun Life of 
Canada, and meeting chairman Leonard 
E. Liss, of S. George Levi and Company, 
the panel analyzed the estate problems 
of a typical close corporation stockhold- 
er whose estate assets totalled $550,000. 
including his 41 per cent stock interest 
of $205,000 and $100,000 of personal 


life insurance. 


The “client” was represented by May- 
nard D. Conklin, Tax Consultant of the 
Charfpion Paper and Fibre Co., Hamil- 
ton, Ohio. It was assumed that a prelim- 
inary fact-finding contact had been made 
by Samuel L. Zeigen, C.L.U., Provident 
Mutual General Agent in New York, and 
that Mr. Zeigen had obtained his client’s 
permission to discuss the facts with the 
other principals of the estate planning 
team — the accountant, Leonard Price. 
C.P.A., a partner in the firm of Klein. 
Hinds and Finke, Certified Public Ac- 
countants, New York City; the attorney, 
Lawrence G. Knecht, Powers System of 
Estate Analysis, Cleveland; and Henry 
Cooper, assistant vice president in charge 
of Estate Planning, Mellon National 
Bank and Trust Co., Pittsburgh. 


Following three hours of thorough 
analysis of the client’s problem by the 
panel, during which periodic review and 
flexibility of the estate plan were stressed 
as of prime importance, a number of 
recommendations were made. These in- 
cluded a suggestion that the client make 
a new will containing trusts for the bene- 
fit of his wife and three children to take 
full advantage of the marital deduction 
tax minimizing provisions of the 1948 
Revenue Act. It was also suggested that 
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the client persuade his father, who holds 
10 per cent of the stock in the corpora- 
tion, to make a new will under which 
sole voting control of the stock would be 
in the client so that he could be in con- 
trol of the corporation. 


Other recommendations were made 
concerning the use of life insurance set- 
tlement options for the benefit of the 
client’s family, and the purchase by the 
wife of the client of insurance on the 
ownership form on her husband’s life 
that would not be taxable to his estate, 
and that would provide funds for estate 
liquidity and also for family income. 


The familiar buy-and-sell agreement 
was discussed and abandoned because 
of the desire for family management 
continuity. However, other uses to which 
life insurance was put to solve important 
business-estate problems, included a de- 
ferred compensation arrangement and a 
salary continuance plan for the non- 
stockholding general manager, and key 
man indemnification to the corporation 
in event of the death of the general man- 
ager. 

A A A 


Whither Social Security? 


The many activities of the Federal 
Government in the field of Social Se- 
curity may be getting out of hand, and 
urgently need a thoroughgoing study 
and reappraisal, was the warning issued 
by Leroy A. Lincoln, board chairman 
of the Metropolitan Life Insurance Co.., 
at a regional meeting of the American 
Bar Association in Louisville April 10th. 
Reviewing the entire field of govern- 
ment payments to individuals under So- 
cial Security and related legislation, Mr. 
Lincoln observed that ill-considered ex- 
tension and growth of these payments, 
now at a level of some seven billions of 
dollars yearly, might pose a serious 
threat to the nation’s economy. 

“The problem we face is to keep 
these programs from getting out of 
hand, from overwhelming the whole na- 
tion, from being extended into areas 


beyond the appropriate boundaries of 
government action. It is the insidious 
growth and extension by little steps on 
many different fronts that we need fear 
most.” 


Mr. Lincoln sees “competitive over- 
lapping” in activities, functions. and 
benefits between the Old Age and Sur- 
vivors Insurance program (OASI) and 
the Public Assistance program, the 
Railroad Retirement Act, the programs 
of the Veterans Administration, and the 
Civil Service and similar state programs 
for employees. 


“Social Security measures are not a 
panacea for economic ills,” he told the 
audience. “They will not produce a 
single loaf of bread. or a single garment 
for the needy. Social Security is merely) 
a kind of medicine——a bitter kind that 
needs to be used wisely if fatal results 
are to be avoided.” 


True social or economic security, he 
maintained, depends on a sound econ- 
omy, on steady employment, and on 
a high level of production of goods and 
services. “If the level or scope of Social 
Security benefits is such that it leaves 
little room for individual or private 
group effort. then it most certainly is 
too high,” Mr. maintained. 


Mr. Lincoln pointed to the growth of 
the private life insurance business as 
evidence of the inherent desire of 
Americans to assume responsibility for 
their own welfare. Since the enactment 
of the Social Security Act in 1935 the 
total amount of private life insurance 
in force has increased from $98 billion 
to over $253 billion, with 86,000,000 
policyholders of private life  insur- 
ance. This protection, along with acci- 
dent, health and hospitalization insur- 
ance, is provided entirely outside Gov- 
ernmental activities, he remarked. Pri- 
vate companies, with freedom of action 

-under proper state supervision—can 
develop new plans and new ideas and 
methods “without the necessity of ex- 
perimentation on the whole nation as a 
single guinea pig.” 


Lincoln 


Citing the inconsistency in the Fed- 
eral tax law in that benefits under the 
OASI program and the Railroad Re- 
tirement Act are not subject to Federal 
Income Tax, whereas payments which 
an individual may provide for himself 
through an individual annuity, or which 
he may receive from his employer’s 
retirement plan are subject to income 
tax, Mr. Lincoln commented: “This is 
hardly a situation which is conducive 
to individual private effort to provide 
old age income security.” 
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Have You Made Your Will? 


By FATHER McKEON* 

There is a pioneer venture going on in 
a very limited field of industry which 
warrants the deep interest of all con- 
cerned in industrial relations. This ven- 
ture is a service which touches the per- 
sonal affairs of the employee and aims 
to give sound advice in regard to the 
security of one’s property or estate. 

Certain companies, du Pont, Scott 
Paper Co. and the Champion Paper 
Company to mention a few, with a sin- 
cere intention to aid their employees 
have established personal affairs section 
within their industrial relations depart- 
ment. M. D. Conklin. Planning Special- 
ist for Champion, writes: “The employ- 
ees with whom I worked have been vocal 
in their praise, both to management and 
myself, for the service | am rendering.” 

People postpone making a will for it 
reminds them of death. But the great 
numbers of sudden deaths should urge 
a sensible man or woman to have his 
or her estate in order so that every- 
thing will be done as the owner wishes. 
Many people draw up their own wills in 
their own way and they make a mess of 
it. Somebody has written: “If there is 
any certain way for an estate to be 
snarled up, it is by having a layman 
write his will without benefit of legal 
assistance. For the few dollars it will 
cost, consult a lawyer and have your 
will written without any technical flaws. 
“Toward Industrial 


Peace,”” in Catholic Sun, official newspaper of 
Diocese of Syracuse, N. Y. 


*From ae regular column 


gen SO 3! oe 


so that your last wishes will be carried 
out as you would have them.” 


In a letter from William P. J. Drakely. 
an expert in business-estate planning, he 
states: “In 1950 there were about 12.- 
Q0O deaths in New York County, one 
of the richest in the country. Yet nearly 
6,500 of these people died intestate. The 
result is needless expense and shrinkage 
with consequent hardship and suffering 
to the family. 


It is sheer foolishness to think that 
the trust services of the banks are only 
for the wealthy. The same holds true 
for the assistance of a lawyer. It will 
amaze most people to learn that the ex- 
perts in this field have discovered over 
200 ways to minimize estate shrinkage. 
But if they are to save large amounts 
in taxes and other transfer costs, thev 
must be consulted in proper time. 


To impress our students in industria! 
relations with the importance of such 
planning, we invited Mr. Douglas Drum- 
mond, a local authority in this field, to 
address the classes. In his convincing 
remarks he drove home the necessity of 
drawing up a will under expert guid- 
ance. He cited many examples of wills 
poorly drawn up where only court ac- 
tion could make final decision in the 
matter. 


\ man with a well-drawn up will pos- 
sesses peace of mind. He knows that 
there will be substantial security for his 
dear ones when he is gone. But as a 
clergyman, we recommend that every 


will remember in it the poor of God, 





BANK WOMEN FETED 


Speaker’s table at the banquet of the Association of Bank Women held in Louisville, April 
5, 1952; (left to right) D. W. Fairleigh, vice president, Lincoln Bank & Trust Co., Louis- 
ville; Mrs. Lucille Morga, (Association’s Hospitality Chairman) secretary and assistant to 
the president, Citizens Fidelity Bank & Trust Co., Louisville; Lee P. Miller, president, 
Citizens Fidelity Bank & Trust Co.; Miss Frances Longshore, assistant cashier, First Na- 
tional Bank of Birmingham, Ala.; Miss Catherine B. Cleary, trust officer, First Wisconsin 
Trust Co., Milwaukee; Miss Ernestine Roberts, cashier, Sacramento (Ky.) Deposit Bank; 
Earl R. Muir, president of Louisville Trust Co. and of Louisville Clearing House. 
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A Flexible Trust Fee? 


TO MEET INCREASING ADMINISTRATIVE COSTS 
DUE TO NEW LAWS AND RULINGS 


of new laws, administrative rul- 
ings and court decisions, the business 
of trust and estate administration has 
become increasingly complex and costly. 
Thus a trust under an agreement of 20 
years ago which provides that the trus- 
tee shall be entitled to a certain per- 
centage of income collected as compen- 
sation for its services is in all proba- 
bility unprofitable business today, even 
though the trust agreement may also 
provide for corpus compensation on 
termination of the trust. 


D URING THE PAST 20 YEARS, by virtue 


It is the purpose of the writer to 
point out some of the developments in 
recent years which from the administra- 
tive standpoint alone have increased the 
cost of handling trust business, without 
any attempt to cover the sharply in- 
creased cost of labor, materials or suit- 
able investment supervision. 


Federal Legislation and Decisions 


1. Powers of Appointment — These 
have been a large headache for fiduci- 
aries since the passage of the Revenue 
Act of 1942 which attempted, in gen- 
eral, to tax at death the mere possession 
of a general power of appointment. As 
the Act allowed a period of grace in 
which a general power might be given 
up or limited so as not to be subject 
to estate tax, and without paying a gift 
tax, many corporate fiduciaries felt im- 
pelled to review each trust and to ad- 
vise holders of general powers of ap- 
pointment of the provisions of the Act. 
The “Powers of Appointment Act of 
1951” again made radical changes in 
the taxation of powers and necessitated 
further review of trusts. 


2. Form 1041 —Prior to 1938 a 
fiduciary was required to file a Federal 
information Form 1041 only when the 
gross income of a trust exceeded $1,000. 
Naturally, this obviated the necessity of 
filing such a form in many smaller 
trusts. However, with the lowering of 
the personal exemption to $600, fiduci- 
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J. L. PROPST 


Assistant Vice President, Mellon National Bank and Trust Company, Pittsburgh, Penna. 





Graduated from 
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Trust Co. now 
Mellon National Bank and Trust Co., in 
1936 and is now in charge of the Legal 
Division of the Trust Department. He 
is also Chairman of the Committee on 
the Law of Decedents’ Estates and 
Trusts of the Pennsylvania Bankers As- 
sociation, and vice president of the Cor- 
porate Fiduciaries Association of Alle- 
gheny County. 





aries are now required to file a great 
many more forms 1041. Of course, if 
the net income exceeds $100, such a 
return must be filed in any event. 


3. 1948 Revenue Act — Under this 
Act the principle of the “marital deduc- 
tion” was invented as a vehicle for 
bringing to “common law” states the 
benefits of property-splitting, between 
husband and wife, that were inherent in 
community property states. The passage 
of this Act necessitated numerous and 
lengthy conferences with counsel as well 
as study of regulations and literature on 
the effect and interpretation of the Act 
and the proper drafting of instruments 
in order to take full advantage of the 
marital deduction. Officers of corporate 
fiduciaries attended various tax sym- 
posiums at which the new Act was dis- 
cussed. In fact, many such symposiums 
were sponsored and paid for by corpo- 
rate fiduciaries. While the Act gave trust 
institutions a grand opportunity to re- 
view estate plans with old customers and 
to solicit new business, it nevertheless 
necessitated the outlay of considerable 
funds to prepare themselves to deal in- 
telligently with the numerous problems 





raised by the Act. For many years ques- 
tions will continue to rise under this 
Act and fiduciaries must be prepared to 
seek the advice of counsel and the opin- 
ion of the courts for the answers. 

4. Technical Changes Act of 1949 — 
Early in 1949 the Supreme Court of the 
United States rendered its now famous 
decisions in the Church! and Spiegel? 
cases. These cases further necessitated 
conferences with counsel and the deter- 
mination of what action, if any, fiduci- 
aries should take. Many decided that 
it was incumbent upon them to bring 
these cases to the attention of living 
donors of irrevocable trusts. 

The Technical Changes Act of 1949 
granted some relief from the harsh re- 
sults of these cases. Under present law 
a possibility of reverter will only be 
taxed if expressly reserved in the trust 
instrument and the value of the rever- 
sion must be worth at least 5% of the 
corpus of the trust. The effects of the 
Church case could be escaped if the 
donor income beneficiary gave up his 
right to income prior to January 1, 
1951. During 1950 fiduciaries conducted 
lengthy negotiations with the donor-life 
tenants on the manner and means of 
giving up their rights to income. 

5. Double Inheritance Taxation — In 
1939 Curry v. McCanless* and Graves 
v. Elliott* held that intangible personal 
property owned by a resident of one 
state but situate in another at the time 
of his death could be subjected to in- 
heritance taxation by both states. For- 
tunately, Pennsylvania and the majority 
of the other states have adopted recipro- 
cal legislation on this subject, but since 
1939 it has been necessary for corpo- 
rate fiduciaries to keep abreast of the 
laws of the various states on this sub- 
ject and to conduct extensive corre- 


spondence with reference thereto. 


1Comm., v. Church Estate, 3385 U. S. 672. 
“Comm. v. Spiegel, 335 U. S. 701. 

3307 U. 8S. 357. 

4307 U. S. 383. 
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Administrative Rulings 


1. Reporting Dividends for Income 
Tax Purposes — Many corporate fiduci- 
aries have followed the practice of 
furnishing donors of revocable trusts 
and principals of agency accounts with 
a summary of the income earned by 
such accounts for use in the preparation 
of their personal income tax returns. 
This information was readily available 
to many fiduciaries through use of 
punched-card equipment. The Commis- 
sioner of Internal Revenue has ruled 
that, commencing with tax returns for 
1950, taxpayers must list their interest 
and dividends on a separate schedule. 
Compliance is quite expensive but cer- 
tain customers expect fiduciaries to 
furnish this information without charge. 

2. State Inheritance Tax —In 1950 
the Department of Revenue of the Com- 
monwealth issued a ruling to the effect 
that the personal representative of a 
decedent’s estate must file a form called 
RCRI-33. Filing this lengthy form, 
which bears close similarity to a Federal 
estate tax return, is certain to entail 
additional expense to the fiduciary. 





State Legislation 
1. Fiduciaries Act of 1949 — This 


Act is a distinct departure from existing 


trust 
services 
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“Higgins, either your ledger shows a profit next 


month, or we get ourselves a new keeper!” 
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Pennsylvania law with regard to a de- 
cedent’s real estate. The fiduciary now 
has the duty as well as the right to con- 
trol all real estate of the decedent ex- 
cept such as is occupied by an heir or 
devisee. This means that the fiduciary 
must keep the real estate in repair, pay 
taxes and insurance, and endeavor to 
rent or sell. These additional duties 
carry with them considerable expense 
for the fiduciary. Although the personal 
representative will be entitled to com- 
pensation for his handling of the real 
estate, experience under the new Act 
is limited and there is considerable 
doubt as to whether the compensation 


will be commensurate with the expense 
entailed. - 


2. Fiduciaries Investment Act of 1949 
— This Act. as amended in 1951, has 
broadened greatly the field of invest- 
ment in those accounts limited to so- 
called “legal” investments by permitting 
investment in corporate bonds and pre- 
ferred stocks which meet prescribed re- 
quirements. Fiduciaries may also invest 
up to one-third of the market value of 
the estate in common stocks which meet 
prescribed standards. While these 
changes are most welcome, it is obvious 
that they have increased the work load 
of corporate fiduciaries. The number of 
legal investments is vastly increased and 
securities must be checked constantly in 
order to ascertain whether or not they 
qualify as legal investments. Increased 
income from equity investments and 
hence increased fees may to some slight 
extent compensate for this increased 
work. 


3. Community Property Law — This 
1947 law presents no present problem 
to fiduciaries due to the fact that it was 
held unconstitutional by the Supreme 
Court of Pennsylvania on November 
26, 1947. Despite the fact that this law 
was on the books for only a short period 
of time, corporate fiduciaries spent 
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many hours with counsel in an effort 
to ascertain the effects of the law on 
their business. They sent officers to other 
community property states to study 
practices and procedures. Many trust 
instruments were reviewed in an effort 
to aid customers and their counsel in 
the segregation of community property 
from separate property. All of this in- 
volved non-compensatory 
expense. 


considerable 


4. Principal and Income Acts — The 
complex problem of apportionment be- 
tween principal and income of stock 
dividends, subscription rights and pro- 
fits has provided a fertile field for liti- 
gation for close to one hundred years. 
In Pennsylvania, two concepts, namely 
intact value and earnings, are encoun- 
tered in every apportionment. It is not 
difficult to define these concepts. How- 
ever, their application to particular fact 
situations is the source of a tremendous 
amount of unprofitable work to trustees 
and of much litigation in the courts. 

With the passage of the Principal and 
Income Act of 1945 and its re-enact- 
ment in substantially the same form in 
1947, it was felt that a happy solution 
had been found. These acts established 








Ir you have customers moving to 
Central or Southern California, we 


simple rules for the treatment between 
income and principal of stock dividends, 
subscription rights and capital gains. 
However, Crawford's Estate,® decided 
in 1949, opened wide the *apportion- 
ment problem once again. This case 
held that Sec. 17 of the Principal and 
Income Act of 1945, in so far as it 
attempts to make the provisions of the 
Act apply to trusts created before May 
3, 1945, is unconstitutional and void if 
such retroactive application. takes the 
vested property 
without due process of law. Now trus- 
tees are in the unfortunate position of 
having to apply a substantial and com- 
plicated body of case law to trusts 
created prio: to May 3, 1945 and statu- 
tory law to trusts created subsequent to 
that date. 


interests of persons 


What is the Answer? 


The most obvious conclusion from 
these observations is that when a corpo- 
rate fiduciary takes on a new piece of 
trust business, it is truly “buying a pig 
in a poke.” In many instances it is 
agreeing that in consideration of a fee 
fixed at the inception of the trust it 


5362 Pa. 458. 
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will render highly skilled and special- 
ized services for an indeterminate fu- 
ture period during which time its costs 
may skyrocket to a point undreamed of 
when it accepted the business. And that 
takes into account only foreseeable rou- 
tine services. In any year it may be 
faced with new legislation, a difficult 
apportionment problem or a surcharge 
case which will require services so ex- 
traordinary and expensive that the en- 
tire compensation earned over the life 
of the trust will be eaten up. It may be 
argued that the trustee is entitled to 


special fees for such extraordinary ser- , 


vices, but experience indicates that fees 
for such services are received infre- 
quently mainly because of inertia in 
going after them. 

The writer believes that there is at 
least a partial answer. In the first place 
every bank must realize its trust de- 
partment is to some extent a service 
organization of the bank, that while 
it aids the bank as a whole in many 
ways that can be added up in dollars 
and cents, it also aids in numerous 
ways that cannot be proved by figures. 
and that it will never earn large profits 
for the stockholders from fees received 
for direct services. This is not to say 
that the trust department should be the 
bargain basement of the bank, featur- 
ing “loss leaders.” Unprofitable trust 
business should not be taken on simply 
to please a good commercial department 
customer nor to increase the total trust 
assets on the books. 

Any developments which increase the 
cost of doing business can be met to 
some extent by the insertion in the 
inter vivos instrument of a provision to 
the effect that the compensation of the 
trustee shall be in accordance with its 
schedule of rates in effect from time to 
time during the period of the existence 
of the trust. Where the trust department 
aids a customer in his estate planning. 
it is often possible to have such a 
provision inserted in a will or obtain 
from the testator a letter of agreement on 
fees. Of course, this is not a complete 
answer for even though there may be a 
legal right to increase fees, they may not 
be increased for various reasons such 
as inertia or fear of antagonizing im- 
portant customers. 


Notwithstanding this problem, it is 
the firm opinion of the writer that with 
alert trust personnel and active coop- 
eration from bank management, there 
is little excuse for operating a trust 
department at a loss. 
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ECAUSE OF THE INHERENT DISABILITY 
B: a minor to manage and control 
his property in his own right, making of 
gifts of present interests to minors has 
caused great difficulty for attorneys, tax- 
payers and the courts. The courts’ decis- 
ions construing gifts to minors have 
caused one writer to conclude that “for 
all practical purposes, the current decis- 
ions appear to deny availability of an 
annual exclusion for gifts of trusts for 
the benefit of minors.”! But careful read- 
ing of the decisions, although it must be 
admitted that the “appearance” does rear 
its head, shows it to be only an appari- 
tion. 


There are, in general, two sets of facts 
which have been litigated concerning the 
annual exclusion for gifts in trust for 
the benefit of minors. The first set of 
facts is as follows: 

The gift is made in trust, directing the 
Trustee to pay out so much of the income 
of the trust as is necessary for the main- 
tenance, education and support of a 
child during his minority, or until 25 or 
30 years of age, and at that time to dis- 
tribute the corpus and accumulated in- 
come. This type of trust is involved in a 
vast majority of litigated cases because, 
in all probability, the trusts were created 
with the purpose first to avoid the disad- 
vantages of IRC § 167(c) (parent’s legal 
obligation), and second, if possible, to 
benefit by the gift tax annual exclusion. 
Fondren v. Comm., 324 U. S. 18, and 
Disston v. Comm., 325 U. S. 442,? set 
forth the rules to be followed where 
there is a power of accumulation in the 
Trustee. These rules may be stated as 
follows: 


Rules Confused 


(1) Where the power to pay out in- 
come for the benefit of the minor is in 
the sole discretion of the Trustee, and no 
external standard is prescribed, the gift 
of income is a gift of a future interest. 


1Austin Fleming, Gifts for the Benefit of Minors, 
49 Michigan L. Rev. 529 at 562 (1951). 


2See also Comm. v. Gardner, 127 F. 2nd 929; 
Welch v. Payne, 120 F. 2nd 141; Comm. v. Taylor, 
122 F. 2nd 714: Comm. v. Phillips, 126 F. 2nd 
851; U. S. v. Kell, 149 F. 2nd 331; Vivian B. Allen, 
3 T. C. 1224; Lillian Winterbotham, 46 B.T.A. 972; 
Simon Guggenheim, 1 T. C. 845; Smith v. Comm., 
131 F. 2nd 254; Strekalovsky v. Delaney, 78 F. 
Supp. 556; Comm. v. Sharp, 153 F. (2nd) 163. 


376 


Panel on Fiduciary Taxation 


GIFT TAX EXCLUSION AVAILABLE FOR MINORS 
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This article continues the series of an- 
swers, begun in the January issue, to 
questions submitted to the Panel on 


Fiduciary Taxes, sponsored last year by 
Title Insurance & Trust Co. of Los An- 
geles. The material has been brought up 
to date. 





(2) Where an external standard is 
prescribed directing the Trustee to pay 
out income for the benefit of the minor, 
and where it may be shown at the time 
of the creation of the trust that some as- 
certainable portion of the income will be 
required to meet the requirements of this 
external standard, then to the extent of 
that ascertainable amount, the gift is one 
of a present interest. 


Some writers® have confused these 


rules and have attempted to apply them 
out of their context. For example, in 
footnote 53 in the article cited, Mr. 
Fleming, referring to the Disston case, 
which involved a trust directing the trus- 
tee to pay out for the maintenance, edu- 
cation and support of the minor, and 
accumulate the remainder, quoted Jus- 
tice Rutledge as saying, “There is al- 
ways the question of how much, if any,” 
of the donated property can actually be 
applied for the minor’s benefit, which is 
truly what the Justice said, but the real 
meaning of the statement, when viewed 
in relation to the facts in the Disston 
case that the trustee was directed to pay 
out for the maintenance, etc. of the 
minor, is conveyed by this language, 
namely, “There is always in cases per- 
mitting the trustee to pay out fer the 
maintenance, etc. of the minor, the ques- 
tion of how much, if any” of the donated 
property can actually be applied for the 
minor’s benefit. 


The rule is merely that where there is 
a power of accumulation with direction 
to the Trustee to pay out income only for 
a stated purpose or upon a stated contin- 
gency, in order to prove that a present 
interest in that income has been created 
it must be shown that there is need for 
such income to provide for the stated 
purpose, or that the income must be paid 


®Fleming, op. cit. n. 1, at 537. 














out because the contingency has oc. 
curred. This rule does not require that 
the donee must have a need for every 
gift that is made to him. The Fondren 
and Disston rule is simply an application 
of the rule of United States v. Pelzer, 
312 U. S. 399, and Ryerson v. U. S,, 
312 U. S. 405, that is, the Trustee’s pow. 
er of accumulation is a substantial bar- 
rier to present enjoyment unless it may 
be shown that an ascertainable amount 
of income must be paid to the donee 
each year. This ascertainable amount 
may be proved by the factor of need in 
the beneficiary. 













Other Classes of Cases 





The second set of facts is as follows: 

The trustee is directed to pay out the 
entire net income to the minor or his 
representative during minority or at a 
later age, and at that time to distribute 
the corpus to the minor. There are only 
a few cases involving the second set of 
facts.* 












In these cases, and in the Sharp and 
Smith in the first set of facts 
cases, where the trusts were construed 
as directing the Trustee to pay out all 
income to the minor, it was held that the 
gifts were gifts of present interests as to 
income. The following quotation from 
Fondren may be cited in support of these 
decisions: “If the income of a trust is 
required to be distributed periodically, 
as annually, but distribution of the cor- 
pus is deferred, the gift of the income 
is one of a present interest, that of the 
corpus one in futuro.” 





cases, 















There is a third class of cases, involv- 
ing the first set of facts, that is, direct- 
ing the trustee to accumulate income and 
distribute corpus and income at a future 
time, but with the additional provision 
in the trust instrument that the minor, 
the guardian of the minor, the trustee 
acting as natural guardian of the minor, 
or the legal guardian of the minor, is 
given the right to demand that all the 
income, or all the income and all the 
corpus be paid over from the trust to the 
minor. In Strekalovsky v. Delaney, 78 



















‘Kinney v. Anglim, 43 F. Supp. 431; Ashcraft ». 
Allen, 90 F. Supp. 543; Fisher v. Comm., 132 F. 
383; Comm. v. Lowden, 131 F. 2nd 127. 
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Fed. Sup. 556, it was held that the gift 
of income and corpus was a gift of a 
resent interest because of the stated type 
of further provision that enabled the 
trustee, legal guardian, or the parent of 
the child to terminate the trust and pay 
over the proceeds to the minor.® 


In Kieckhefer v. Comm., 189 F. (2d) 
118 (C.A. 7-1951) a trust was created 
directing the trustee to accumulate in- 
come and pay out as much as necessary 
for the education, comfort and support 
of the beneficiary, the accumulated in- 
come and the corpus to be paid over to 
the minor when he reached 21 years of 
age or to be paid over to his estate if he 
died before having reached the age of 21 
years. The minor or the legally appoint- 
ed guardian for his estate was given the 
right to terminate the trust by making 
due demand for the income and corpus 
by writing filed with the trustee. The 
court held® that this trust, if it had been 
created for an adult, would be a present 
interest, because of the right in the bene- 


5See Anderson, Gifts to Children and Incompet- 
ents, 26 Taxes 911. 


*The Tax Court has refused to follow the Seventh 
Circuit. In Arthur C. Stifel, Jr.. 17 T. C. 647 
(1951), under somewhat comparable trust provis- 
ions, it was held that the gift was a future interest 
as trustor had power to support, and the children, 
although having the right to present enjoyment, 
had no need for the fund. 
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ficiary to terminate the trust. It further 
held that if the only restrictions which 
prevent a minor from exercising entire 
control of property are due to the fact 
that the beneficiary minor is legally in- 
capable of acting on his own (as distin- 
guished from the restrictions imposed by 
the donor) then such restrictions do not 
transform what otherwise would be a gift 
of a present interest to one of future 
interest.? 


Present Pattern 


At the present time I believe a gift of 
a present interest may be made in trust 
by fulfilling either of the two following 
sets of requirements: 


A. This type of trust should be used 
if the donor does not desire to allow the 
corpus to be invaded and does not wish 
the trust terminated by the minor. 


1. The gift must be of property produc- 
tive of income.® 
2. The income must be sufficient and 
certain so that the value at the date of gift, 
when extended for the remaining period of 
the child’s minority, will equal or exceed 
the annual exclusion.® 
3. There must not be a discretionary in- 
*Cf. Roeser, 2 T.C. 298. 
8Phillips v. Comm., 12 T.C. 216. 
“Fisher v. Comm., 132 F. 2nd 383. 
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We maintain complete trust 





vasion of the corpus for the benefit of the 
minor, of the type construed in William 
Harry Kneip, 9 T.C. 943 (invasion of 
corpus makes impossible the valuation of 
trust income to determine amount of an- 
nual exclusion). 


4. The entire net income must be re- 
quired to be distributed at least annually.1° 


5. The trustee must have the power to 
distribute income to either (a) the minor, 
(b) the natural guardian of the minor, or 
(c) the legal guardian of the minor.11 


B. This type of trust should be used 
where the gift is small and the income is 
not sufficient to fulfill the requirements 
of A (2), supra, because here the value 
of the corpus is excludible as a present 
interest. This type of trust should also be 
used in any case where the sole purpose 
of using the trust instead of a simple out- 
right gift is to provide directions for the 
management of the donated property. 

l. The gift may be of any property cap- 
able of being the corpus of a trust. 

2. The income may be accumulated or 
paid out for the benefit of the minor. 

3. The powers of the trustee as to man- 
agement may be as broad as desired. But 





loFisher v. Comm., 132 F. 2nd 383; Kinney v. 
Anglim, 43 F. Supp. 431; Fondren v. Comm., 324 
U. S. 18; Comm. v. Lowden, 131 F. 2nd 127. 


lxfarry C. Moores, 3 T.C. 301; Kinney v. Ang- 
lim, 43 F. Supp. 431; Ashcraft v. Allen, 90 F. 
Supp. 543; Strekalovsky v. Delaney, 78 F. Supp. 
556; James Pettus, 45 B.T.A. 855; Justin Potter, 
47 B.T.A. 590. 























































4. It must be clearly and unequivocally 
stated that the minor or the legal guardian 
may, upon demand to the trustee, terminate 
the trust and receive the entire corpus and 
accumulated income. Any invasion of lesser 
amount would, of course, be permissible.12 


Insurance 


Is it possible to make a gift of a life 
insurance policy on a minor’s life to the 
minor and get the annual exclusion for 
gift tax purposes on the premium pay- 
ments? Notwithstanding a contrary an- 
swer by Austin Fleming in the Michigan 
Law Review article already mentioned, I 


2Kieckhefer v. 
Delaney, supra. 


Comm., supra; Strekalovsky v. 


First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis,. 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line”’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 


will answer the question, “Yes.” Mr. 
Fleming writes (at p. 560) : 
“Looking at insurance gifts to minors as 

a whole, it would appear that if any insur- 
ance gift qualifies for a tax exclusion, it is 
one whereunder the policy is owned by and 
payable to the minor or his estate with no 
reservations, conditions, or deferments an- 
nexed as to the right to cash value or pro- 
ceeds, or as to the exercise of change of 
beneficiary or other privileges and has some 
initial demonstrable value by way of cash 
value or otherwise, and there is a legal 
guardianship in operation for the minor at 
the time of the gift.” 

But in view of the decision in Kieck- 
hefer v. Comm., gifts of life insurance 
policies to minors may be made in the 
same manner that they are made to 
adults.'* This statement is conditioned 
by practices of life companies bringing 
into play portions of this paper relating 
to trusts; a properly drawn trust fitting 
these specific circumstances, or appoint- 
ment of a guardian, may be necessary to 
satisfy these company requirements. All 
of the data relating to trusts for minors 
and to the adaptability of a life insur- 
ance policy as a form of property with 
respect to incidents of ownership in one 
party, the life insured being another 
party and the payor of premiums being 
still another party, etc., must be kept 
clearly in mind. 


Must Guardian be Appointed? 


A gift of property directly to a minor 
is a valid gift and the appointment of a 
legal guardian is not necessary to effec- 
tuate a good delivery.'* However, since 
the minor may not legally deal with the 
property in his own right, this does not 
necessarily answer the question as to 
whether a gift so made may be a present 
interest. While the cases discussing the 
subject have held that a gift to a child by 


18Roeser, supra. 

“Haggerty, How to Make a Gift to a Minor 
Effective, N. Y. U. 8th Annual Tax Inst. page 347 
at 348. 





means of a gift to the natural guardian 
for the child is sufficient for gift tax 
purposes,!® nevertheless, the natural 
guardian of the minor child is not legally 
able to expend funds for the benefit of 
the minor and is further under disabil- 
ity which prevents him from investing 
the funds, or from dealing with them in 
any manner.’® 


There is no question but that there is a 
lapse of time between the time when the 
need for a legal guardian arises and the 
time when the court can appoint the 
guardian. Even if there is no delay in 
preparing and filing the petition for ap- 
pointment, or in the court calendar, 
there is the lapse of time during the 
required period for legal notice. Whether 
this lapse of time is “a barrier of sub- 
stantial period” has not yet been decided 
authoritatively. The Court of Appeals 
in the Kieckhefer decision did not abso- 
lutely answer this question, because both 
the minor and the then unappointed 
guardian had the power to terminate the 
trust, but certainly the inference was 
strong that the court did not feel that 
appointment at the time of the gift was 
necessary. This lapse of time required 
for the mechanics of appointment is a re- 
striction which arises from the legal dis- 
ability of the minor, and not from the 
terms established by the donor in mak- 
ing the gift: it should therefore be of no 
effect. 
16See cases cited n. 11. 

“Calif. Civil Code § 202. 
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Will Drafting Contest 


Virginia Trust Co. of Richmond is 
sponsoring its fifth annual will drafting 
contest among senior or graduating 
students at the law schools of the Uni- 
versities of Virginia, Washington and 
Lee and Richmond, and the College of 
William and Mary. Eight students will 
share prizes totalling $675. 
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VIDENCE OF THE DIRECT SELLING 
oem: of finance forums is limited, 
but there is no doubt that they produce 
good will, Victor Cullin, vice president 
of Chicago Title and Trust Co., told the 


15th annual meeting of the Trust Divi- 


sion, Illinois Bankers Association, in 
La Salle on April 24th. 

His first contact with the Women’s 
Finance Forum idea came from a trust 
departmental of the Financial Adver- 
tisers Association, Mr. Cullin said, 
where an officer of one of the large 
Pennsylvania trust companies _ told 
about holding a series of discussions 
for a group of twenty wealthy women. 
It took the form of a seminar and was 
directed toward trust business only. In 
order not to get into social entangle- 
ments the institution held the meetings 
in its Board room, but the invitations 
stemmed from a life underwriter, who 
took the position that he was organizing 
the discussion group and asking the 
trust company to provide the 
speakers and discussion leaders. This 
particular endeavor ended most suc- 
cessfully, Mr. Cullin stated, in that it 
produced several million dollars of ex- 
ecutorships, testamentary trusts, living 
trusts and agencies. 


said 


\ Chicago Experiment 


(About 1945 the Public Relations 
Committee of the Corporate Fiduciaries 
Association of Chicago gave serious 
thought to a joint effort wherein the 
seven Loop trust companies would joint- 
ly invite a group of women to their 
places of business to discuss trust ser- 
vices. There were many problems. . . 
what women would be invited, who 
would do the inviting, how would they 
handle the resulting business. The com- 
mittee had about given up the idea 
when a Chicago woman, who had for 
some years been promoting an organ- 
ization known as the Women’s Finance 
Forum, suggested that instead of an 
effort to educate women in the trust 
business, they should start at the be- 
ginning and educate women in such 
simple matters as checking accounts, 
savings accounts, safe deposit boxes, 
etc. The series of meetings was held. 
The 250 women who attended were 
members of the Chicago Women’s Fi- 
nance Forum, who came to the meet- 
ing by virtue of their membership. 


The banks profited by some very 
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WOMEN'S FINANCE FORUMS AS TRUST DEVELOPERS 


good publicity, and the public relations 
experience was most worthwhile, Mr. 
Cullin said, but these méetings did not 
produce new trust business. At least 
90% of the women present were not 
potential trust prospects, and of the 
other 10% a goodly proportion had al- 
ready availed themselves of trust ser- 
vices. It was tried all over again two 
vears later with the same results. 


Some Form of Group Selling 
Desirable 


Everyone would like somehow to pro- 
ject a plan of group selling, Mr. Cullin 
pointed out. It takes a lot of expensive 
time to develop an individual to the 
point of actually becoming a trust cus- 
tomer, and there would be advantages 
in reaching more people in larger 
groups. This probiem is being met in a 
fashion by the making of public 
speeehes before various organizations. 
but there is a scattering of the shot. 
and any perfected form of successful 
group selling for either men or women 
insofar as trust new business is con- 
cerned, is still far off. 


There is a difference between large 
metropolitan areas and small cities, Mr. 
Cullin thought. The smaller population 
areas can hold forums in a more in- 
formal manner and can discuss the 
whole phase of the banking business in 
a way that will cause people in the 
community to think more of using their 
banks for the various problems which 
confront them, one of which is, of 
course, trust problems. To say that 
these meetings are not a good thing. 
both bank-wise and community-wise. 
would be not only inaccurate but fool- 
ish. They do a magnificent: public rela- 
tions job, Mr. Cullin said. 


The Financial Public Relations Asso- 
ciation, has taken up the matter of 
group meetings as a public relations 
move in a very serious manner, to the 
point where, at the last convention, an 
entire clinic was devoted to the sub- 
ject. Mr. Cullin told the audience. 


The annual convention of the Asso- 
ciation of Bank Women, held in Chi- 
cago, devoted considerable time to the 
discussion of women’s finance forums. 
A lot was said about the public rela- 
tions value, but again little information 
was available regarding specific tangible 
results in trust development. 





Early in March of this year a group 
from Chicago joined with trust develop- 
ment men from seven states in the mid- 
west for a discussion of trust develop- 
ment problems, at Des Moines, Iowa. 
Since then, Mr. Cullin stated, he had 
obtained specific data from banks which 
had conducted forums. 


Forum Experiences 


Howard L. Johnson, Vice President 
and Trust Officer of the Security Na- 
tional Bank of Sioux City, lowa, wrote 
of his experience: 


“We have had both Men’s and Women’s 
Forums. . . . I would estimate that we 
were named in about three wills as a re- 
sult of the Women’s Forum and only one 
will ($500,000) as a direct result of the 
Men’s Forum. 

“It was our observation that there were 
a higher proportion of actual prospecte 
present at the Women’s Forum. However, 
a large number of life insurance men at- 
tended the Men’s Forum, and it is pos- 
sible that we will benefit indirectly through 
these contacts. 

“We have been named in as many wills 
since the first of this year as we have in 
any previous six months’ period. We be- 
lieve that part of the increased interest 
which is being shown is due to the forums 
but have no way of being certain. Wire 
recordings of my talk on wills and the 
talk given on insurance have been played 
back at two district insurance agents meet- 
ings by two companies.” 


From Noel T. Robinson, Vice Presi- 
dent and Trust Officer in charge of the 
Estate and Trust Department of the 
Central National Bank & Trust Co., Des 


Moines, came the report that, 


“We had two Women’s Forums, one in 
March and one in September of 1951, and 
have just completed our first Men’s Forum, 
a four week proposition. 

“We know definitely that the women 
attended these Forums and perhaps took 
them more seriously than did the men 
because of the fact that our first one was 
over-subscribed by some three hundred 
ladies, all of whom were given an oppor- 
tunity to re-register for the second Forum. 

“We found from actual count that over 
eighty-five per cent, did not miss a single 
meeting. 

“As to the Men’s Forum we had ap- 
proximately 550 registrations and of those, 
205 attended all four meetings, 324 at- 
tended three and sixty-five failed to attend 
a single meeting. This we cannot under- 
stand but we had perhaps an average at- 
tendance of 400 men at each of the four 
meetings. 


“It is too early to determine any result 








of the Men’s Forum but we can definitely 
trace one new inter vivos trust, which will 
amount to $100,000, the assets of which 
are all bonds and stocks, as a result of 
the first Women’s Forum. We have in- 
cluded in our monthly mailings a select 
list of those ladies attending and hope for 
new business from this venture. 

“The Forums cost on an average $5,000 
each, which includes honorarium and ex- 
penses for the speaker, printing notebooks 
and advertising costs.” 


Permanent Speakers’ Panel 


A report of the forums held in New 
York State by the Marine Midland 
Group, obtained from William  T. 


Haynes, Vice President, Marine Trust 
Co. of Westerr New York, Buffalo, 


states: 

“Our banks in Niagara Falls, Troy and 
Watertown each had one forum and our 
Elmira bank had two. A review of the 
results in each of these locations indicates 
that they did serve a useful purpose from 
a public relations angle but insofar as 
actual trust business was concerned, did 
not justify the expense nor the effort. 

“In our own office we have just set up 
a panel of twelve trust officers, any four 
of whom stand ready on short notice to 
appear before luncheon clubs or organ- 
izations for a panel discussion on the sub- 
ject of estates and trusts. The only re- 
quirements are that we be given at least 
two days’ notice and that questions be 
submitted by the prospective audience so 
that we may review them. 
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“The first of these which was tried 
out in Niagara Falls before the Carborun- 
dum Company Men’s Club with an at- 
tendance of around ninety, was very suc- 
cessful in that’it produced three wills and 
gave us a lot of favorable publicity. Our 
total expense, other than the time of the 
officers who participated, was less than 
$6.00 for trnsportation costs and inas- 
much as it was done during the evening 
no time was lost insofar as the bank was 
concerned. 


“All of our officers and branch man- 
agers have been notified of this arrange- 
ment and so far we have had one request 
and know of two others that are in the 
making for meetings of this kind. I feel 
sure that this is a definite step in the 
right direction and we are going to con- 
tinue to emphasize this to all of our offi- 
cers and branch managers through a series 
of monthly mailings telling them what has 
been done.” 


Concerning the Women’s Finance 
Forum conducted by the La Salle (lIIl.) 
National Bank, C. D. Charlton, Vice 
President and Trust Officer wrote as 
follows: 


“We were very well satisfied with the 
Forum and more than 1,200 attended. .. . 
I believe that such meetings are definitely 
trust developers and are more helpful to 
the trust department than to the other 
departments of the bank There have been 
many requests for a repeat program and 
we will no doubt have another Forum 
next year. It is difficult to ascertain 
whether the Forum has directly produced 
new business, but some of the lawyers 
have reported increased interest in wills 
and we know of several wills that were a 
direct result of the forum.” 


Quality Plus Attention 


Mr. Cullin himself spoke at the final 
session of this Forum, and said he was 
impressed, not only with the quality 
of men and women who attended this 
session, but with the attention given. 
He was further impressed by the insist- 
ence of at least a dozen women who 
came after the meeting was over to dis- 


cuss some personal problem. It brings 
up definitely the point that there are 
hundreds and thousands of individuals 
who have problems concerning their 
families, their assets and the manage- 
ment of their affairs, he said, and he 
was convinced that the LaSalle National 
Bank would profit a great deal by the 
fact that they have caused such a large 
group of important citizens in the 


county to contemplate seriously their ° 


estate problems, and to consult their 
lawyers about them, The cause of 
people’s reluctance to consult a lawyer 
about their personal affairs, Mr. Cullin 
suggested, might be the same one that 
makes them slow to consult a physician 
concerning their physical difficulties. . . . 
the fear of being charged a large fee. If 
women’s finance forums result in but 
one thing, namely, that of persuading 
people to consult their lawyers, they are 
definitely worthwhile, the speaker said, 
because anything that trust companies 
can do to further the acceptance of law- 
yers and the use of their services will 
in turn help the trust company to de- 
velop more new trust business. 


In concluding, Mr. Cullin said he 
criticized himself for expecting results 
too soon. The problems of trust de- 
velopment involve many different per- 
sonal reactions and are so complicated 
that they cannot be boiled down into 
a code or a formula. The services of the 
corporate fiduciary must be sold over 
and over again because each new gen- 
eration needs to be told, but there are 
signs of progress and each succeeding 
generation is becoming more and more 
trust minded. To the proposition that 
forums for either men or women are 
in and of themselves developers of trust 
business, Mr. Cullin said he did not 
subscribe; that they should be held he 
thought was a local problem; but that 
good will comes from them has been 
demonstrated. 
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FOUR-SESSION FORUM FOR WOMEN 
A just concluded by Central Trust 
Co., Cincinnati, has pioneered in a new 
method of presentation, using “Four 
Sketches” of dramatized discussion on 
Wills, Investments, Planning, and Ad- 
ministration, with the cast of characters 
played by trust officials and personnel, 
vice president William FE. Anderson 
acting as moderator. Invitations, to 
women in families of substantial means, 
and not already trust customers, brought 
127 requests for tickets. On acceptance 
of the bank’s invitation they were told, 
“We sincerely hope that you will not 
only enjoy the meetings, but find them 
helpful in the planning, management 
and distribution of property for your- 
self and your family.” Each of these 
Tuesday afternoon presentations, held 
at the Queen City Club, was followed 
by a question and answer period in 
which the audience addressed thirty or 
more questions to the panel. 


At the Fifth Annual Trust Forum of 
American Trust Co., Charlotte, N. C., 
April 25th, 150 invited guests at the 
Ladies Luncheon held at the Myers 
Park Club submitted so many questions 
to the panel of trust officers, and showed 
so much interest, that the session could 
have run over an extra hour without 
touching upon all of the inquiries. The 
panel was moderated by B. W. Barnard, 
vice president and trust officer, and in- 
cluded J. B. Bostick, C. W. McGriff, 
Edwin V. Mack, and Robert L. Hines, 
all of the trust department’s official staff. 
Afternoon and evening sessions were 
held in the lobby of the bank. The 
plan of conducting three meetings in 
one day has worked well, particularly 
as many of the guests live some dis- 
tance out of Charlotte, and the Com- 
pany considers this year’s program “the 
most successful series we have had.” 
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FORUMS STRESS ESTATE PLANNING 


Typical estate problems were dis- 
cussed at a forum in Eugene, Ore., con- 
ducted by United States National Bank 
of Portland. A three man team from the 
Portland head office analyzed a sample 
estate, presented a typical estate plan, 
explained the need for a properly drawn 
will and described the trust department’s 
organization and services. 


The overflow demand from last year’s 
forum caused the City National Bank 
& Trust Co., Kansas City, Mo., to pre- 
sent another three meeting series dur- 
ing May on Tuesday nights at the Uni- 
versity of Kansas City “Playhouse,” 
discussing investments, life insurance 
and their relation to estate planning. A 
similar carry-over from last year re- 
sulted in First Wisconsin National Bank, 
Milwaukee, entertaining 600 guests at a 
women’s one-day forum with afternoon 
and evening sessions. The Empire Trust 
Co., New York City, conducted three 
afternoon meetings at its West 51st St. 
branch. Close attention and a large 
number of questions from the audience 
indicated the sustained interest of the 
150 ladies who attended. 

A demand for tickets far in excess 
of expectation met the announcement of 
four Thursday meetings conducted by 
Security National Bank. Sheboygan, 
Wis. Originally projected to provide for 
a maximum of 75 women in the after- 
noons and 50 couples in the evening, 
the requests for tickets made it necessary 
to limit attendance to women only, who 
filled the hall to its 250 capacity for 
both afternoon and evening sessions. 
Many of the women asked for material 
to review at home, in response to which 
the speakers provided charts and sum- 
maries. 

The first bank-sponsored forum of its 
kind in Nashville, Tenn., was Third Na- 


tional Bank’s recent women’s finance 
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forum which drew an average attend- 
ance of 650 and a large number of 
audience questions. Another “first” is 
the current four-session women’s forum 
conducted by Guaranty Bank & Trust 
Co., Florence, S. C., limited to 250 


women. 


Speakers and subjects for these 
forums are listed in the following table. 


SPEAKER SuBJECT 


City National Bank & Trust Co., 
Kansas City, Mo. 


Joseph Trachtman, Associate How 
Professor of Law, New York Moderate 
Univ.; New York legal Estate can 
editor, TRUSTS AND Estates do Most for 

One’s Family 


M. Dutton Morehouse, manager Trends in 
Chicago office, Brown Bros., Investment 
Harriman & Co. Management 


Edwin H. White, Director, Ad- Life 
vanced Underwriting Divi- Insurance in 
sion, Insurance Research and Relation to 
Review Service, Indianapolis One’s Estate 


Co., New York 


Personal 
Financial 


Empire Trust 


Edgar Scott, Montgomery, 
Scott & Co.; a governor of 


Philadelphia-Baltimore Stock Planning 
Exchange; author of “How 
To Lay A Nest Egg” 

Helen Slade, managing editor Investments 


of “The Analysts Journal” 
(More) 
































SPEAKER SUBJECT 


Norris Darrell, partner in 


Sullivan & Cromwell Taxes 


Charlotte, N. C. 


Questions 
Why Life 


Insurance? 


American Trust Co., 


Panel of Trust Officers 

Vincent B. Coffin, senior vice 
president, Connecticut 
Mutual Life Insurance Co. 

Dr. Marcus Nadler, Professor 
of Banking and Finance, 
New York University 


Our Economy 
Today and 
Tomorrow 


United States National Bank, 
Portland, Ore. 


R. M. Alton, vice president Organization 
and head of trust department and Services 
of the Trust 

Department 
D. W. MacKay, trust officer 


L. B. Staver, trust officer 


Typical Plan 
Need for 
Proper Will 


Guaranty Bank & Trust Co.., 
Florence, S. C. 


Wills, 
Estates and 
Trusts 


E. Vincent Curtayne, senior 
trust officer, Manufacturers 


Trust Co., New York 

J. Allen Wilson, vice president 
in charge of investment 
research, Citizens & Southern 
National Bank, Atlanta 

Charles E. Brewer, Jr., C.L.U., 
president, Charlotte Estate 
Planning Council 


Investing in 
Stocks and 
Bonds 


Life 


Insurance 


J. Boone Aiken, Sr., Florence Life, Liberty 
Real Estate Board, and the and Pursuit 
bank’s chairman of the board of a Home 


Third National Bank, 


Dr. Arthur A. Smith, vice 
president and economist, 
First National Bank, Dallas 

William A. Irwin, A.B.A. 
economist, and a panel of 
local investment authorities 


Nashville, 
Personal 
Money 
Management 


Tenn. 


Investments 


Insurance and 
Social 
Security 


Mrs. Marion Stevens Eberly, 
director, women’s division, 
Institute of Life Insurance 

Paul E. Farrier, vice president, Wills, Trusts, 
First National Bank, Chicago Estates 


First Wisconsin National Bank, 
Milwaukee, Wis. 
The Basics 


of Handling 
Money 


Anthony Von Wening, vice 
president and chairman of 
finance comimittee, A. O. 
Smith Corp. 


Security National Bank, 
Sheboygan, Wis. 


Catherine B. Cleary, trust 
officer, First Wisconsin 
Trust Co., Milwaukee 

Agnes M. Anderson, assistant 
cashier and head of Women’s 
Department, First Wisconsin 
National Bank, Milwaukee 

L. E. Balza, New York Life 


Insurance Co., Green Bay 


Wills, 
Estates and 
Trusts 

The Bank’s 
Place in the 
Community 


Life 
Insurance 
Lee C. Rasey and Frieda Investments 
Mueller, general partners, 

Rob’t W. Baird & Co., 


Milwaukee 


Wills, Trusts, 


Attention Arresters 


in Trust Ads 


“Can You See Around The Curve?” 
asks a current advertisement of First 
and Merchants National Bank, Rich- 
mond, Va., reproduced herewith. “It’s 
a long road that has no turning” says 
the text, which discusses how the im- 
portance of income necessitates giving 
careful thought to making a will and 
naming a executor and 
trustee, 


competent 


Appropriate to this time of year is an 
estate planning ad of Valley National 
Bank, Phoenix. Ariz., with picture of a 
college senior in cap and gown gazing 
thoughtfully at his father’s portrait. Be- 
gins the text, “Thanks, Dad... I wish 
you could be here tonight when I| get 
my degree. Mother has told me over 
and over again that it was your wish- 
and plan—-that | finish school.” 

“Will Your 
Sailing ?”- 
ing before the wind 


Have Smooth 


and picture of a yacht sail- 


Family 


begins an estate 
planning and administration ad by Fort 
Worth National Bank. The text presents 
an estate program as the first step in 
any plan for the future security of the 
family. 


se 


CAN YOU SEE —~ 
AROUND THE CURVE? 
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“Characteristic of the Twentieth Cent- 
ury is the investment management ser- 
vice offered by Fiduciary Trust Co., 
New York, in its ad which features the 
picture of the laying of a pipeline for 
oil or natural gas. The picture wins at- 
tention and plants the “twentieth cent- 
ury” idea in the reader’s mind. 
“More than a Vault is needed to keep 
your investments safe” states Baltimore 
Nationa! Bank, with text which explains 
the functioning of an Agency Account. 
Ads such as this profit from the many 
recent news reports of thefts from 
homes and apartments. 


An attractive mother with two gay 


children asks “What Could A_ Trust 
Do For Me?” in a Security National 
Bank, Sheboygan, Wis., ad whose text 
gives four answers. In Hartford, 
Conn., Phoenix State Bank & Trust Co. 
advertised: “For Hire—Financial See. 
retary. Act as investment analyst, (etc, 
etc. ) Available immediately. Put 
decades of experience to work for you 
for a salary as low as $2.00 a week.” 


A quiz ad. with amswer on another 
page, presents the question: “Which 
kind of estate needs a Will and an Ex. 
ecutor—cash and insurance? . . . invest- 
ments? ... real estate?” and gives the 
answer of First National Exchange Bank, 
Roanoke, Va.. that ANY ESTATE needs 
these two protections. “Standing 
Orders for Your Will” attracts the read- 
er’s eye to an ad stressing the need for 
periodic will revision used by Guaranty 
Trust Co.. New York. It states that a 
prominent executive gave his lawyer 
“standing orders” for an annual review, 
and offers a booklet, “Questions to Con- 
sider in Planning Your Will.” 

A picture of an early model auto- 
1952 man with the 
your Will 


is the ap- 


mobile driven by a 
comment. “Don't laugh .. . 
may be just as out-of-date!” 
proach employed by Chicago Title & 
Trust Co. Text asks if will is reviewed 
“as often as you trade in your car,” 
and offers a booklet. “Planning for To- 
morrow. ... "Your Lawyer Knows the 
Language,” with a picture of the gentle- 
man studying his books at night, is the 
lead-in for an ad of First National Bank 
& Trust Co.. Alton, IL, emphasizing 
the importance of correct legal termin- 
ology for the effectiveness of a will. 
A A A 
Bank Advertising Selling 
Specific Services 

A study of the 1952 advertising plans 
and expenditures of 2.231 banks shows 
that ads are being aimed to sell specific 
bank services. and the trend is away 
from general institutional announce- 
ments, according to the Advertising De- 
partment of the American Bankers As- 
sociation. The shows that the 
country over, bank advertising expendi- 
tures will be 12 per cent higher than last 


survey 


year. 

While the average 1952 advertising 
budget is under $445 in banks with 
deposits of about $1-million, some indi- 
vidual banks in the group will spend 
as much as $4,500. In the $5- to $6-mil- 
lion deposit group. planned expenditures 
for advertising average $2,177. One 
bank intends to spend only $200 in ad- 
vertising; another has budgeted $12,000. 


TRUSTS AND ESTATES 








has 
sine 
gecl 
dep 


elec 
tors 
lant 
Sou 
pres 
Assi 
out 

exec 
OF ( 
pres 
Nat 


Don 
UNI 
sists 
held 
TION 
to e 
ceivi 


jans 
ows 
“ific 
“ ay 
nce- 
De- 
As- 
the 
ndi- 
last 


sing 
with 
ndi- 
end 
mil- 
ures 
One 

ad- 
yO0. 


TES 


TRUST PERSONNEL CHANGES 


CALIFORNIA 


Los Angeles—Wilton M. Adams, who 
has been with CALIFORNIA TRUST Co. 
since 1934, has been elected assistant 
secretary and assigned to the investment 
department. 


CONNECTICUT 
Hartford—RIVERSIDE TRUST Co. ad- 
vanced Russell Wilcox from secretary 
and associate trust officer to trust offi- 
cer, and named Francis E. Moriarity and 
Allyn A. Bernard associate trust offi- 
cers. 


DELAWARE 


Wilmington — William duPont, Jr., 
president of DELAWARE TRUST Co., has 
also been elected chairman of the board 
to succeed the late George P. Bissell. H. 
Holmes Smith, Jr., was named assistant 
trust officer, and Lindsay P. Greenplate 
an assistant secretary. 


FLORIDA 


Miami—See Amarillo, Tex. 


GEORGIA 


Atlanta—James D. Robinson, Jr., was 
elected chairman of the board of direc- 
tors of First NATIONAL BANK of At- 
lanta, the oldest national bank in the 
Southeast. Mr. Robinson resigned as 
president of Trust Company of Georgia 
Associates, which has five banks through- 
out the State, and as chairman of the 
executive committee of TRUST COMPANY 
oF GEORGIA in Atlanta. His father was 
president and then chairman of the First 
National until his death in 1948. 


ILLINOIS 
Pekin—Dirk H. advanced to 
vice president and trust officer of AMER- 
ICAN NATIONAL BANK. 


Groen 


INDIANA & IOWA 


Columbus (Ind.) & Sioux City (lowa) 
Donald W. Jurgemeyer has joined IRWIN- 
Untion Trust Co. at Columbus as an as- 
sistant trust officer. Formerly he had 
held that position with Security Na- 
TIONAL BANK of Sioux City, but left it 
to enter Drake University, where he re- 
ceived his Juris Doctor degree. 


TRUST DEPARTMENT HEAD 
WANTED 


The First National Bank of Hollywood, 
Florida, desires the services of Trust 
Officer with general trust experience 
to take charge of newly established 
Trust Department. 


Address communications to C. N. McCune, 
Chairman of the Board, Broward National 
Bank Building, Fort Lauderdale, Florida. 


May 1952. 


KENTUCKY 


Danville—R. E. Soper has resigned as 
assistant vice president and trust officer 
of CITIZENS NATIONAL BANK to become a 
bank examiner at Frankfort. Mr. Soper 
had been with the Department of Bank- 
ing previously for ten years. 


MARYLAND 


Baltimore—See Greensboro, N. C. 


MISSISSIPPI 


Jackson—First NATIONAL BANK ad- 
vanced Kenneth Wills to trust officer. 


NEW HAMPSHIRE 


Concord & Nashua—James S. Barker 
has been elected vice president and trust 
officer of MECHANICKS NATIONAL BANK, 
Concord, having resigned as trust offi- 
cer of INDIAN HEAD NATIONAL BANK, 
Nashua. 


NEW JERSEY 


Jersey City—Trust Co. oF NEW JER- 
SEY promoted Robert J. Adams from 
trust officer and assistant treasurer to 
vice president in charge of the mortgage 
department, succeeding Milton T. Mc- 
Donald who resigned. Miss Helen A. 
Sunder and James L. Hogger were ap- 
pointed assistant trust officers. 


NEW YORK 
New York— 
Warren H. Eier- 
man has been ap- 
pointed an _ assis- 
tant vice president 
of THE HANOVER 
BANK in charge of 
development of per- 
sonal trust busi- 
ness. Formerly 
trust officer of UN- 
ION NATIONAL BANK of Clarksburg, 
West Virginia. Mr. Eierman also has 
been with the Baltimore branch of the 
Federal Reserve Bank of Richmond, 
Riggs National Bank, Washington, D. C., 
and the Treasury Department’s Fifth 
Federal Reserve District. 


WARREN H. EIERMAN 


He received his bachelor of science de- 
gree from the University of Maryland’s 
College of Business and Public Admin- 
istration in 1948, and prior to that was 
graduated from Baltimore City College. 
He also has done graduate work at Amer- 
ican University, Washington, D. C. Dur- 
ing World War II he was an Army Air 
Force officer serving as flight engineer 
for B-29s. 

At Clarksburg Mr. Eierman served as 


fund raising chairman and vice chairman 
of the board of the American Red Cross, 


financial advisor to the board of Salem 
College, and auditor of the Boy Scouts 
of America fund campaign. 


New York—Promotions in the trust de- 
partment of CHASE NATIONAL BANK are: 
Arthur F. Henning to second vice presi- 
dent; Walter H. Pecan to investment 
officer; and Jean M. Lindberg to pension 
trust officer. 


NoRTH CAROLINA 


Greensboro—E. William Carr has been 
elected vice president and trust officer of 
SECURITY NATIONAL BANK. Previously he 
had been a trust officer of SAFE DEPOSIT 
& Trust Co. of Baltimore, Maryland, 
which he joined in 1931. Mr. Carr holds 
the rank of Lieutenant-Commander in the 
Naval Reserve. 


PENNSYLVANIA 


Philadelphia—Effective July 1, Wil- 
liam R. K. Mitchell will become chair- 


BENJAMIN F, SAWIN 


R. K. MITCHELL 


man of the board of PROVIDENT TRUST 
Co., and his present position as president 
filled by Benjamin F. Sawin, now execu- 
tive vice president. 


Pittsburgh— PEo- 
PLES FIRST Na- 
TIONAL BANK & 
Trust Co. elected 
William J. Cope- 
land an assistant 
vice president. A 
member of the Al- 
legheny County 
Bar, Mr. Copeland 
has been in the 
bank’s trust department since 1947, and 
in 1948 was elected assistant trust officer 
in the administrative department of the 
trust division, advancing to trust officer 
in 1950. 


WILLIAM J. COPELAND 


WANTED 


An important bank in the Gulf Coast 
Area wants a young man in his twen- 
ties, a college graduate and preferably 
from the South, who has had a mini- 
mum of three or four years Trust 
Department experience. 


The position does not contemplate 
early officer status although starting 
salary and future possibilities for the 
ambitious man are excellent. 


Box H-25-3, Trusts and Estates 
50 Fast 42nd St... New York 17 








TENNESSEE 


Memphis—Arthur W. McCain, resign- 
ed vice chairman of the board of direc- 
tors of New York’s CHASE NATIONAL 
BANK, succeeds Vance J. Alexander as 
president of UNION PLANTERS NATIONAL 
BANK. The latter now becomes chairman 
of the board. 


TEXAS 


<3 Amarillo—S. Ed- 


SS S| 
med 


ward Hale has been 
appointed trust of- 
ficer at AMARILLO 
NATIONAL BANK. 
Until recently Mr. 
Hale had been first 
vice president and 
trust officer of SE- 
CURITY TRUST Co., 
Miami, Florida, 
and for 16 years was in trust depart- 
ments of New York banks. He also had 
ten years early banking training with 
the Federal Reserve of Dallas. 





; S. EDWARD HALE 


VIRGINIA 


Norton—R. A. Suit, cashier and as- 
sistant trust officer, First NATIONAL 
BANK, has -been elected executive vice 
president. 


CANADA 


Halifax, N.S.—E. A. Peters has re- 
tired as chief accountant of EASTERN 


Jeman 
GALLERIES 


160 East S6thSt.NX22 


CENTRALLY LOCATED IN 
THE ANTIQUE DISTRICT. 


Specializing in the sale of 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 


Entire Estate Furnishings 
or Residuary Effects 





At the Galleries or in the home. 


We are equipped to handle sales 
of any scope in our spacious 


MAIN and SECONDARY GALLERIES 


OUR REPUTATION FOR PROMPT 
AND ACCURATE ACCOUNTING 
can be vouched for by the numerous 
Banks, Trust Companies, Law Firms 
and Individuals for whom we have 
produced satisfactory results. 


Consultations involve no obligations. 


WILLIAM J. COLEMAN 
GEORGE J. ROEDIC 
RICHARD ELLETT 


Auctioneers and Appraisers 





Trust Co., where he had been in charge 
of its-common trust fund. 


Montreal & Tor- 
onto—D. E. Kerlin 
was appointed Gen- 
eral Manager of 
MONTREAL TRUST 
Co. to succeed O. B. 
Thornton, who re- 
tains the position 
of President. Mr. 
Kerlin, formerly 
Assistant General 
Manager, was transferred recently from 
Toronto. 





D. E. KERLIN 


ENGLAND 


London—G. E. M. Jenkins, manager, 
Piccadilly Trustee branch of WESTMIN- 
STER BANK LTD., has been appointed as- 
sistant manager of the trustee depart- 
ment, Threadneedle Street. H. D. G. 
Trew of that department succeeds Mr. 
Jenkins as manager of the Piccadilly 
Trustee branch. 


A AA 
IN MEMORIAM 

EDWARD H. BRYSON, vice president of 
CITIZENS NATIONAL BANK, Petersburg, 
Va., and former trust officer of VIRGINIA 
Trust Co., Richmond. 

JOSEPH R. Bupp, SrR., cashier and trust 
officer of MECHANICS NATIONAL BANK, 
Burlington, N. J. 

Harry L. CUMMING, president and 
trust officer of CITIZENS TrusT Co., Fred- 
onia, N. Y. ; 

J. M. JACKSON, vice president and 
trust officer of First NATIONAL BANK, 
Houston, Texas. 

JOHN W. KEARNS, vice president and 
general counsel of First NATIONAL BANK 
of Chicago. 


In St. Louis 


its 





TRUST SERVICE 


plus 


Harry W. MCVEIGH, trust officer of 
AMERICAN NATIONAL BANK & TRuST Co., 
Chattanooga, Tenn. 


EpGAR C. WOHLWENDER, trust officer of 
First NATIONAL BANK, Cincinatti, Ohio, 
where he was in charge of trust account- 
ing, income tax matters and corporate 
trust activities. 


A A A 


MERGERS & CHANGE OF TITLE 


Englewood & Tenafly, N. J.—CITIZENS 
NATIONAL BANK & TRusT Co. of Engle- 
wood. The Northern Valley Bank now 
becomes a branch office. Henry A. Theis, 
president of Citizens, is president of the 
new institution, and at Englewood office 
Samuel A. Brown is vice president and 
trust officer, and Francis W. Appleton 
assistant trust officer. At Tenafly, F. 
Merrick Fuller, formerly assistant trust 
officer, is now vice president. 


Somerset, Ky.—First NATIONAL BANK 
and FARMERS NATIONAL BANK have con- 
solidated under the title of First & 
FARMERS NATIONAL BANK, with the 
branch office at the former location of 
Farmers National (57 Public Sq.). 


New York, N. Y.—As reported last 
month (p. 313) stockholders have ap- 
proved the shortening of the name of 
BANK OF NEW YorRK & FIFTH AVENUE 
BANK to BANK OF NEW YoRK, effective 
May first. 

Lumberton & Salisbury, N. C.—Scort- 
TISH BANK of Lumberton and the FIRST 
NATIONAL BANK, Salisbury, have com- 
bined under the former’s name. H. P. 
Brandis, former cashier and trust of- 
ficer of First National, continues as cash- 
ier, and E. H. Alexander has been ap- 
pointed assistant cashier and trust officer. 





MERCANTILE TRUST COMPANY 


for 
COMPLETE AND EXPERIENCED 


COMPLETE BANKING SERVICE 


Member Federal Deposit Insurance Corporation 
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TRUST 
EMPLOYMENT EXCHANGE 


HOODOO OOOOOODOOOCODOOOCOOOOOOOON 


Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and 
number. 


code 


Trust officer, under 40, with 18 years 
experience in trust and estate admin- 
istration, taxation and investment, seeks 
new opportunity preferably in inde- 
pendent bank. 25-1. 


Gulf Coast bank needs young college 
graduate, preferably from South, with 
some trust experience. See Box H-25-3 
on page 385. 


Young trust official, specializing in tax- 
ation, offers his several years experience 
in administration, operations, taxation 
and court accountings to trust depart- 
ment, preferably in East, with advance- 
ment prospects. 25-4. 

Newly established trust department in 
Florida needs trust officer with general 
experience to take charge. See ad on 
page 383. 


bank in upper-mid-western 
100,000 seeks experienced 


National 
city of over 
trustman as addition to overworked staff 
of well trust department 
with excellent further 
growth. 24-1. 


established 
prospect for 


Trust department in southern indus- 
trial community wants mature new bus- 
iness representative with experience in 
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Trusts and Estates and Loan Department in new headquarters of Trade Bank and Trust 
Co., opened on April 28th at corner of 38th Street and Seventh Avenue, New York City. 



















Photograph on wall is of founder Karl Swenk, father of present president and trust officer 


Henry L. Swenk. 


estate planning, accounting, investment 
or insurance. Salary app. $7,000. 24-2. 

Twenty years of experience in trust 
administration, investments, new _ bus- 
iness and estate planning are offered to 
trust department looking for aggressive, 
civic-minded officer to develop trust bus- 
iness from estate planning approach. 
24-3. 

Trust position desired by man with 24 
vears executive and administrative ex- 
perience in Estates Trust Department 
of large trust company. Prefers medium 
sized city. 24-4. 

New York attorney combines unusually 
fine technical background for trust work 
with recent financial advertising experi- 
ence. Has written on taxes for popular 
and technical magazines. Gives university 
course on tax and estate matters. 24-5. 





Estate settlement problems 
Beneficiaries 


in Rhode Island? 


Financial Interests 
Estate Creditors 


Call on New England’s oldest trust company for competent, 
cooperative assistance with any fiduciary matter. 


® sine Lane 
Hospitat Trust CompANY 


HEAD OFFICE I§ WESTMINSTER ST., PROVIDENCE f, R. I. 









ANNIVERSARIES 


Los Angeles, Cal.—W. D. Baker, vice 
president and trust officer of FARMERS & 
MERCHANTS NATIONAL BANK, celebrated 
his fortieth anniversary with the bank. 


Los Angeles, Cal.—F. Miles Flint, a 
trust officer of CITIZENS NATIONAL TRUST 
& SAVINGS BANK, celebrated his 20th 
anniversary with the bank April 25. 





PROPERTY 
IN 
CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 


Enquiries Invited 


NATIONAL 


TRUST 
COMPANY 


LIMITED 


20 King Street East 
Toronto, Canada 


Montreal Hamilton Winnipeg 
Edmonton Vancouver Victoria 
Calgary 





Assets Under Administration 


$392,000,000 
Annual Report on Request 















Plainfield Trust Celebrates 
50th Anniversary 


The Plainfield (N. J.) Trust Company 
is celebrating the 50th anniversary of its 
founding on June 4th. Although it re- 
ceived trust powers at the time of its 
organization in 1902, the first account, a 
guardianship, was opened in the trust 
department on June 20, 1904. By 1918 
the trust department was administering 
about $1,900,000 of property in vari- 
ous fiduciary capacities, having actively 
solicited business by newspaper and other 
forms of advertising. 

In 1921 it became necessary to desig- 
nate an officer to manage the department 
and the first Trust Officer was H. Doug- 
las Davis, now President. From that time 
on growth was rapid, as indicated by the 
following January first figures on book 
value of assets administered: 


1925 $ 5,992,000 
1935 27,690,000 
1945 28,382,000 
1950 34,295,000 
1952 38,543,000 


From a one man operation in 1921 
the trust department has grown to a 
present staff of six officers, four of whom 
have attended the Graduate School of 
Banking, and sixteen staff members de- 
voting full time to the trust department. 
Of the trust personnel seven have been 
with the institution 20 years or more. 


OUTSTANDING — 


in Trust Work 


as in Banking — 


um 


TIDEWATER VIRGINIA 


NATIONAL BANK 
OF COMMERCE 


Norfolk Virginia 








Chairman Harry H. Pond (left), who is 
completing his 65th year in banking (42 with 
Plainfield Trust), and President H. Douglas 
Davis, who has spent his entire banking 
career of 43 years with this institution. 





The business consists very largely of 
personal trusts. In the present 577 ac- 
counts, 251 are Court Trusts, 322 Volun- 
tary Trusts, Custodian Advisory, Agency 
and other accounts of living persons, 
while the remaining four are corporate 
trusts. Accounts range from about $1,000 
to $2,300,000. 

The Plainfield Trust is a trustee for 
the Plainfield Foundation, a Community 
Trust which was formed in 1920 “to 
facilitate and safeguard the assembling 
and distribution of gifts made to char- 
ities and charitable enterprises.” The 
Trust Department numbers among its 
customers churches, hospitals and other 
charitable and public organizations. 
Properties which it has been called to 
administer or dispose of include a stone 
quarry, importing and exporting busi- 
ness, orange groves, a herd of goats, a 
dairy farm, a ladies wear store, a foun- 
dry, patents, an advertising business, and 
professional businesses of a number of 
types. 


For 


The income beneficiaries, now number- 
ing 611, are scattered about the world 
in England, Ireland, Scotland, Norway, 
Switzerland, Germany, Italy and Canada. 


§ A A 


Deposits At All-Time High 


Deposits in the nation’s 14,731 banks 
reached an all-time high of $188,188. 
962,000 on December 31, 1951, an in- 
crease of $10,776,639,000 over the previ- 
ous year, according to a recapitulation 
of year-end statements appearing in the 
newly revised edition of the Rand Me- 
Nally Bankers Directory. Combined cap- 
ital, surplus and undivided profits and 
reserves increased $896,857,000 to $15,- 
434,950,000. The total increase of 
$11,773,835,000 for all categories brought 
the year-end grand total to $205,421,- 
516,000. All categories of resources in- 
creased with the single exception of gov- 
ernment securities. 


The number of national banks and 
private banks decreased by 21 and 10, 
respectively, while that of state banks 
and other banking institutions showed an 
increase of 4 each, making a net over-all 
reduction of 23 from the 1950 year-end 
total of 14,754. State banks and trust 
companies numbered 9,598 at the year- 
end, and there were 4,940 national banks. 
Private banks and other banking insti- 
tutions numbered 110 and 83, respec- 
tively. 


The number of branches of state banks 
and trust companies increased by 209 
to a total of 3,060, while that of national 
bank branches showed an increase of 
142 and a new total of 2,425. The number 
of private banks remained unchanged 
at five, and that of other banking insti- 
tutions increased from 85 to 92. 


ANCILLARY SERVICES 


TEXAS 


* 


77th Year of Dependable, Personal Service 


FIRST NATIONAL BANK in Dallas 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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MORE TRUST BUSINESS IN 1951 


Part 3 


ANK ANNUAL REPORTS from across 

the nation substantiate the state- 
ment of New York’s Superintendent of 
Banks, William A. Lyon, in his yearly 
report that “nearly all of what the year 
(1951) brought to banking with one 
hand, in the way of higher net operating 
earnings, it took away with the other 
by raising the tax burden.” These 
heavier taxes, he said, are imposed upon 
a business which already suffers by 
comparison with many other fields, and 
“the year did not contribute in any 
significant fashion toward improving 
banking’s competitive position as an 
employer of capital.” 


Similar statements appeared in the 
reports of individual banks throughout 
the country. “Without a dollar invested 
in the business the Government will re- 
ceive a cash distribution of 47% of the 
year’s earnings’... “Burdensome taxes 
have hit such high levels that many 
Congressional leaders say the taxing 
limit has been reached—and yet our 
Treasury is operating at a substantial 
deficit” . . . “The real fight in America 
is a battle for the integrity of the 
dollar” “The situation of banks 
generally with respect to the operation 
of this (excess profits) tax is not a 
happy one”... “Banks should and do 
pay their fair share of the costs of gov- 
ernment, but owing to the special prob- 
lems of the business, consideration 
should be given to a different and more 
practical method of taxation.” 


Recognizing the threat of continued 
inflation as one of the grave dangers 
facing the American economy, the re- 
ports pointed out that its causes and 
remedies are well known and _ while 


“these remedies (government, business 
and individual confining of purchases 
to essentials within their incomes) in- 
volve present sacrifices, they must be 


undertaken if the nation is to avoid 


eventual loss and suffering.” 


Special warnings were also sounded 
against the general tendency toward 
more and more government controls 
and measures of purely political expedi- 
ency. As a partial answer to the situa- 
tion, it was said that “if all of us who 
are part of the 50 million savings bank 
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Custodian explaining workings of big vault door at Security Trust Co., Rochester, to an 
intensely interested audience. The bank believes that “particularly in these days, its 


relation with our younger generation is a highly important activity . 


. . We have tried 


to use the bank’s facilities to help educate our boys and girls in the ways of modern 
American enterprise.” 





depositors, the 75 million owners of 
U. S. Savings Bonds, the 85 million 
people who hold life insurance policies, 
and the millions of holders of bonds and 
mortgages and the recipients of pen- 
sions and annuities would realize that 
excessive government expenditures and 
taxes are endangering our economic 
and political system, and through mass 
action would make our demands on our 
congressional representatives for effici- 
ency and economy in our government, 
we could find hope for a better economic 
future.” 


Regarding business trends the bank- 
ers said, “The American public have 
now adopted a saner psychology in 
their buying habits than existed follow- 
ing the Korean outbreak” . . . “we ex- 
pect an active economy throughout 1952, 
but possibly less changing of trends. 
Markets should indicate a better de- 
gree of stability and trade should be- 
come more normal” . . . “the current 
year will no doubt witness extremely 
high production of defense materials 
which will be accompanied by contin- 
uing high incomes for wage and salaried 


earners” “Individuals will have 
more spendable income in 1952 be- 
cause of full employment and higher 
wages. On the other hand, more goods 
will be available for purchase because 
American industry, by having spent 
over one hundred billion dollars on 
expansion since World War II, is set- 
ting new production records. These fac- 
tors would seem to assure a continued 
high standard of living, and with the 
full effect of higher taxes being felt, 
a relative stability of the dollar for the 
next twelve months. During 1952 op- 
erating costs will continue to rise and 
more than half of earnings will be re- 
quired to pay taxes. The result in all 
probability will be lower net profits for 
many concerns.” 


The quotations on trust department 
operations, taken from the annual re- 
ports and published here in geographi- 
cal order, are sufficient evidence that 
the various economic and political fac- 
tors which dominated 1951 produced a 
large volume of new trust business and 
of gross income. In some instances it 
will be seen that the reports themselves 


387 








anticipate a continued high level of 
trust business in 1952, and the foregoing 
quotations on general conditions offer 
support to that point of view. 


NEW YORK 
CENTRAL Trust Co., Rochester: 


Our personal trust assets increased during 
the past year. 
Security Trust Co., Rochester: 
1951 1950 
Estates, Trusts, 





Guardianships $ 78.206.295 $ 76,184,798 
Corporate 
Trusteeships 257,664 254,334 
Agent for Individ- 
uals and Corpora- 
tions 93,468,432 91,321,139 
$171,932,391 $167,760,271 


First Trust & Deposit Co., Syracuse: 

The Department of Estates and Trusts has 
enjoyed a substantial increase in business. 
There has been a great increase in the number 
of wills drawn in which we have been named 
executor . . . We are now acting as Trustee 
under several profit-sharing and pension plans 
for local corporations. Our Investment Ad- 
visory Service provides . . . counsel for many 
of our customers .. . 
through several generations as Trustee of their 
properties 


we have served families 


First Bank & Trust Co., Utica: 


At the close of the year our Trust Depart- 
ment was administering $49,549,594 (com- 
pared with $50,602,281 at the end of 1950) 
of fiduciary funds and assets. During 1951]. 
distributions of principal from 
trusts amounted to more than $3,300,000. In 
addition we also distributed $2,128,793 of 
income to clients of our Trust Department. 


estates and 





“T have a problem on my estate 


ground hogs!” 
From annual report of Girard Trust Corn Ex- 
change Bank, Philadelphia. 





1951 1950 
Trusts under Wills 
and Agreements 
Executorships, Guar- 
dianships and Com- 


$ 9.375.359 $10.008,283 


mitteeships 516,749 1,045,715 
Custodianships and 

Other Fiduciary 

Accounts 39,657,486 39,548,283 


County Trust Co., White Plains: 

The year 1951 saw a rise in volume of the 
assets in our Trust Department of about 89% 
over 1950 total. (In 1949 the increase was 
16%; in 1950, 22%.) In addition, the number 
of people who named County Trust in their 
wills to serve as Executor or Trustee showed 
a gratifying increase . This year marked 
the establishment of a Common Trust Fund. 


NortuH CAROLINA 


AMERICAN Trust Co., Charlotte: 


The Trust Department has continued to 
show sound and vigorous growth. 


Wacuovia Bank & Trust Co., 
Winston-Salem: 


The Trust Department had in 1951 a year 





Ancillary Administration in Michigan 


This bank invites your consideration of its facilities to serve 


in situations requiring ancillary administration in Michigan. 


We also welcome the opportunity to work with out-of-state 


organizations as co-transfer agent, co-registrar and in all types 


of personal and corporate trust capacities. 


MANUFACTURERS NATIONAL BANK 


OF DETROIT 





of record-breaking growth and activity : 
Approximately $45,000,000 in new assets were 
received during the year for administration, 
a volume that no previous year can closely 
approach. Total assets now entrusted to the 
Department have reached about $330,000,000 
exclusive of the many millions of dollars of 
bonds held in safekeeping accounts for goy. 
ernmental units and customers of the Bank. 
ing Department This all-time high in 
assets is held in approximately 3,200 active 
accounts, of which 387 were opened in 195], 
The number of new accounts in 1951 com- 
pares favorably with the average over the 
last ten years of 218 per year and the former 
high for a year of 265 which was reached 
in 1947 In the past year a record was 
also set in the number of persons who, to 
our knowledge, appointed Wachovia as execu- 
tor of their wills . . . We named as 
trustee of 32 new retirement plans last year 
which is several times the number for any 
previous year. This brought the entire number 
of plans being administered to 104, and the 
total assets in these plans have reached ap- 


were 


proximately $33,000,000. The value of the 
assets held in these trusts range in_ indi- 
vidual size from a few thousand dollars to 
$10,000,000 . More than 200 leading busi- 


nessmen of the Carolinas and Virginia attended 
a Pension Trust Forum held in Charlotte in 
September Our Trust) Fund 
completed its tenth year of service in 195). 
This fund now has total investments of more 
than $12,000,000. 


Common 


Ono 


First NATIONAL Bank, Akron: 


This has been a year of satisfactory growth 
and activity for our Trust Department 
Increased taxation and the further 
in the value of the dollar have made it 
expedient for individuals to give more careful 
consideration to protection of their property. 


decline 


This has resulted in the establishment of 
many new Agency Accounts which include 


regular reviews of securities and suggestions 
as to purchase or sale... We have received 
a number of new and important appointments 
to act as Stock Transfer Agent and Registrar 
and Estates 
much business of 


service 
and future 
value to the Bank has been developed ... A 
substantial number of Wills 
posited with us year... An 


through our Planning 


new present 
new were de- 
during the 
intensive campaign 


to acquaint: management 


and industry locally with the operation and 


advantages of a Pension Trust resulted in a 


satisfving volume of new business of this 
type. 
CenTRAL Trust Co., Cincinnati: 


This year we have taken for the Trust Fund 
of the Bank’s Retirement Plan a modest par- 
ticipation in the Common Trust Fund of the 
Trust Department of the Bank. 


LiIncoLN NATIONAL Bank, Cincinnati: 


This department has grown constantly dur- 
ing the twenty-five years of its existence and 
the number of individuals and businesses which 
increased from year to year. 
During 1951 a Common Trust Fund was estab- 


Jished. 


it served has 


CENTRAL NATIONAL Bank, Cleveland: 


Both Personal and Corporate Divisions con- 
tinue to serve an ever-increasing number of 
individuals and families, educational institu- 


tions and charities, corporations, and modern 
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business in all its forms . . . The Department 
i; making an important contribution to the 
earnings of the bank. 

195] 
Trust Department Income $798,924 


1950 
$844,750 


CLEVELAND Trust Co., Cleveland: 


The Estates Department has recorded again 
this year an increase in the volume of new 
husiness closed . . . During the year there has 
has been a noteworthy increase in the volume 
of pension and profit-sharing funds trusteed 
with us by many companies, both large and 
small. We note also a growing use of char- 
itable trusts established by corporations 
Our General Trust Fund has been in operation 
for over six years. Its continuing growth and 
operating results have more than met our 

There are presently more 
individual participating in 


expectations 
than 1200 
the fund. 


trusts 


NaTionat City Bank, Cleveland: 


The past year has witnessed a steady growth 
in the business of the Trust Department with 
substantial increases in the total 
both the estates and corporate divisions 


assets of 


[The increased volume in the estates division 
has resulted number of large and 
moderate sized estates, living trusts, both re- 
vocable and insurance — trusts, 
suardianships and agency accounts. The num- 
ber of wills filed with us during the year, 
in which our Bank has been designated as 
Executor and Trustee, also shows a substan- 
tial increase . . . there has been a substantial 
increase in the size and number of employees’ 
pension, bonus and_ profit-sharing trusts 

source of satisfaction to note that a 


from a 


irrevocable, 


lt is a 
predominantly large number of new accounts, 
representing a substantial volume of the new 
business of our Trust Department, originated 
through contacts with established customers 
of our Bank. 


Onto Citizens Trust Co., Toledo: 


Trust Department earnings for 1951. sur- 
passed all previous years with both corporate 
and personal trust services contributing to 
the growth of this department . . . An im- 
portant forward step was taken during the 
establishment on April 30, 
1951 of the Diversified Trust Fund . . . In 
addition to the investment benefits of the 


Fund, its use will permit important operating 


vear with the 


economies in the years ahead. 


OKLAHOMA 
First Nationat Bank & Trust Co., Tulsa: 


The Trust Department reports a_ profitable 
increase in business in all of its divisions. 
The activity of the department is reflected by 
a total asset value of $142.759,000, consisting 
of trusts, guardianships, 
and agencies, and 
An increasing number of wills 
naming the bank as executor and trustee have 


estates, agencies, 


corporate trusts custody 


services 
heen deposited in our care. 


Nationat Bank oF Tutsa, Tulsa: 


A very satisfactory growth was experienced 
again this year in our personal and corporate 
trust business. 


OREGON 


First Nationa Bank, Portland: 


The first Common Trust Fund in the State 
of Oregon was established November 1, 1951, 
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7 INDEX OF GROSS EARNINGS 
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Fort Worth (Tex.) National Bank 


by our Trust Department with initial admis- 
sions far in excess of our anticipation, both in 
dollar amount and in number of participating 
trust accounts . . . An expanded business de- 
velopment program placed special emphasis 
on estate planning, investment management, 
charitable foundations, and self-administered 
pension trusts. As a result, during the past 
year there has been a substantial increase in 
our investments management accounts, living 
trusts, and wills wherein our Bank has been 
named as executor and trustee. Our efforts . . . 
have resulted in a satisfying increase in our 
total trust business. 


UnNiteD STATES NATIONAL Bank, Portland: 


The increasing number of appointments as 
administrator, executor and trustee accepted 
by the Trust Department for the year from 
all sections of our state has been gratifying. 
The same also applies to living trust accounts. 
The result has been to increase the volume of 
retained trust assets over distributions by a 
net of approximately 10%. The corporate 
division has served corporate accounts in in- 
creasing numbers. 

The practical application of the “Prudent 
Man Rule” to trust investment accounts is 
reflected in increased incomes distributed to 
beneficiaries Studies of a common trust 
fund are now being made and it is possible 
that such a fund will be established. 





PENNSYLVANIA 


CHESTER-CAMBRIDGE BANK & Trust Co., 
Chester: 


Total Trust Funds $24,694,792 


First NATIONAL BANK, Erie: 


As a result of taking over the trust business 
of the National Bank and Trust Company we 
acquired ... a large Trust Department with 
total funds in excess of $20,000,000 . . . one 
of the largest Trust Departments in Northwest- 
ern Pennsylvania. In this connection, the at- 
torneys and the courts were most cooperative. 
The fact that every court account of The 
National Bank and Trust Company was ap- 
proved and awarded to us is most gratifying. 


The transfer of the voluntary trusts, such 
as Agencies, Custodian accounts and Trustee- 
ships required many conferences and much 
correspondence. Practically every voluntary 
trust on the books of The National Bank and 
Trust Company as of February 1. 195] has 
now been transferred to us. 


CapitaL Bank & Trust Co., Harrisburg: 


Individual Trusts $13,406,464 
Corporate Trusts 1,222,900 


Davupuin Deposit Trust Co., Harrisburg: 
Dec. 31,1948 Dec. 31, 1951 
Funds $30,894,100 $34,252,592 


Trust 


JENKINTOWN Bank & Trust Co., Jenkintown: 


The management of (the) bank has intensi- 
fied its efforts in the expansion of our trust 
business. The results of this program are 
reflected in increases in the income of the 
department (Individual trusts $8,338,608) .. - 
“The Trust Department is far more than a 
trustee of money and property. It is custodian 
of the fruit on an individual's lifetime labors. 
to enhance and protect his family’s financial 
welfare. Such a custodianship multiplied many 
times over, becomes a vital factor in promoting 
the economic health and growth of our com- 
munity.” 





19 





LINCOLN ROCHESTER 


TRUST COMPAN Y 
Rochester 3, N. Y. 


to serve you in and around 


Rochester, N. Y. 


Member Federal Deposit Insurance Corporation 


OFFICES 









Member Federal Reserve System 





389 








Farmers Bank & Trust Co., Lancaster: 


Many persons have discussed their problems 
with our Estate Planner .during the year 
covered by this report and a large volume of 
potential new Trust business has been created 
. . . Nationally known financial counsel . . 
continuously review the investments in all 
trust accounts . . . Wills, life insurance trust 
agreements and all other legal papers are 
always prepared by the attorney for the client 
. . . complete inventory (of customer’s trust 
assets) sent once a year... 

Trust Funds: $9,661,602 
$8,428,060 in 1950). 


(compared to 


Mercuants Nationat Bank & Trust Co., 


Meadville: 

Our Trust Department has shown an in- 
crease of $360.497 in the past year. Total 
Trust assets now are $1,736,809 this 
department initiated a women’s Trust 


Forum which received popular support (with 
requests) to conduct more of these meetings. 


Oi City Nationa Bank, Oil City: 


Trust Funds Invested $22,878,772 
Trust Funds Uninvested 882,011 


Ow City Trust Co., Oil City: 


Trust $16,362,538 


Resources 


FIDELITY-PHILADELPHIA Trust Co.: 


In the number of both individual accounts 
and institutional accounts, the (Investment 
Supervisory) division continued to grow dur- 
ing 1951. In addition to acting as investment 
counsel, this division is equipped to act as 
treasurer or assistant treasurer and custodian 
for institutional accounts. It now handles a 


New Haven’s 
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Trust Company 


Serving in 
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including Ancillary 


Administration 


The Union & New Haven 
Trust Company 
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total of $99,000,000 in investments, repre- 
senting 393 accounts . . . Gross earnings of 
the Personal Trust Department for 1951 totaled 
$2,489,045 as compared to $2,452,291 in 1950. 
Twenty-one new appointments were received 
by the Corporate Trust Department during 
1951. This department serves a growing num- 
ber of accounts . At year-end, corporate 
obligations for which we act as Trustee out- 
standing in the hands of the public aggregate 
approximately $824,000,000 Gross earn- 
ings of this department for the year were 
$335,202. This was a drop from the record 
high of $385,311 for the year 1950. 


Girarp Trust Corn EXCHANGE BANK, 
Philadelphia: 


Our merged Bank has a Trust Department 
skilled in taking care of large estates aggre- 
gating millions of dollars, yet through the 
medium of Diversified Trust Funds we special- 
ize in handling small trust accounts at a cost 
of as little as $50 a year . . . Altogether the 
accounts we are administering in our Trust 
Department have a total actual market value 
well in excess of one billion dollars . . . About 
one half our trust accounts are decedents’ 
estates which we are settling as Executor or 
managing as Trustee for families or other 
beneficiaries. The other half of our trust 
business consists of accounts which have been 
placed in our hands by living persons or by 
organizations wanting help in the management 
of securities or other forms of wealth 
There are 160 accounts in our Trust Depart- 
ment with a value of more than a _ million 
dollars each. On the other hand 57 
of all the accounts we manage are less than 
$50,000 . . . Our Trust Department was the 
first in Pennsylvania to establish the Diversified 
or Common Trust Funds which made it pos- 
sible to give small estates the best trust 
service at low cost . Gross revenue from 
operation of our Personal and Corporate Trust 
Departments in 1951 amounted to $3,620,000, 
as against a comparable figure of $3,080,009 
for 1950. Much of the increase in Personal 
Trust Department revenue came from sub- 
stantial executors’ fees and other principal 


per cent 


fees awarded to us in several multi-million 
dollar estates and trusts. Such revenue is, of 
course, largely non-recurring . . . On the other 
hand, about one third of the increase in trugt 
revenue in 1951 came from the regular year. 
in and year-out management of investment 
and trust accounts. The income and the value 
of principal in these accounts were generally 
higher during the year so that our bank’s 
commissions were up, this being true both 
in the older estates, where fees are based 
largely on a percentage of income, and in the 
newer accounts, where fees are on a yearly 
pay-as-you-go basis chiefly measured by the 
market value of principal . . . For some years 
our Trust Department has been conscientious 
about applying cost analysis to all accounts 
and this has enabled us in accepting new 
business to make fee arrangements which are 
fair to our customers for the services required 
and at the same time properly compensatory 
to us. Because of this and because of our 
increased business, our Trust Department, in 
spite of higher costs, produced a profit in 
1951 and contributed a substantial share to 
the net earnings of the Bank ... but we are 
firmly of the opinion that the amount of 
profit is inadequate when measured against 
the work and responsibility involved in the 
management of more than a billion dollars 
of our customers’ property . . . A total of 
$58,000,000 of new trust assets was received 
in 1951, this being the market value turned 
over to us either in new accounts or as addi- 
tions to old ones .. . The total new business, 
of course, was not so high as that of 1950 
when our volume of new trust assets exceeded 
$100,000,000 as the result of the receipt of 
three unusual multi-million dollar accounts. 
In 1951 the pattern of new business was more 
nearly normal, with most new trusts and 
estate ranging in size from $25,000 to $150,000. 
There were four new of less than 
$5,000 which we were called upon to settle 
as executor, and there were three of a million 
dollars or more. The aggregate of $58,000,000 
of new business was $7,000,000 higher than 
the average for the five years prior to 1950... 
every year very large sums of principal must 
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be paid out in distributions to beneficiaries, 
expenditures for their welfare, payments of 
Federal and State death taxes and other ex- 
penses. This was especially true for the year 
1951, when total principal payments were 
$43,000,000 as contrasted to an average of 
about $30,000,000 in recent years. Despite 
these unusually large disbursements, the net 
gowth of the Trust Department for the year 
was $15,000,000 . Trust Income realized 
from the securities and other investments in 
Trust Department accounts amounted to 
$48,000,000 during 1951 — nearly $2,000,000 
more than during the previous year. This in- 
come, in turn, was distributed quarterly and 
monthly to thousands of men and women, in- 
stitutions and businesses in all parts of this 
country and abroad. The income produced 
by trust and investment accounts was higher 
for three reasons. First, trust were 
larger; second, dividend disbursements in 
general remained at a high level; finally it 
was possible to invest some accounts to a 
greater extent in securities with better yields 
because of a change in law . Our Bank 
has now had twelve years’ experience in the 
management of the Diversified Funds. Ap- 
proximately 2900 of the accounts in our Trust 
Department own units of one or both the two 
Funds which we operate. The Funds 
together had a total market value of $59,334,- 
000 as of December 1, 1951. 


assets 


two 


Lanp TitLteE Bank & Trust Co., Philadelphia: 


During 1951 we received a number of new 
and desirable accounts, including one especial- 
ly large estate, a favorable trend which we are 
confident will continue . . . Our Discretionary 
and Statutory Common Trust Funds continue 
to operate most satisfactorily to all parties in 
interest. Investments in both Funds now total 
over $14,000,000 and, through diversification, 
give our beneficiaries much greater safety of 
principal combined with a more stable income 
... Our Corporate Trust Department’s income 
showed a small change over that of the 


previous year, and very little new business 
was received in this department during 1951. 
It is difficult for this and other Philadelphia 
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trust companies to compete with New York 
trust companies for this class of business on 
account of New York Stock Exchange rules. 


NATIONAL BANK OF GERMANTOWN, 
Philadelphia: 


In spite of the regular erosion which occurs 
in Trust Accounts as the result of distribution 
to heirs and remaindermen in the normal 
course of business, our Total of Trust Funds 
reaches a new peak each year ... At the 
year end Individual or Personal Trusts totaled 
$21,997,095 and Corporate Trusts $3,500,048 
(compared with $21,373,383 and $3,250,047 in 
1950). 

PENNSYLVANIA COMPANY Bankxinc & 
Trusts, Philadelphia: 


FOR 


Our trust activities, which have been con- 
ducted for some 115 years, represent an im- 
portant part of our services We have 
attempted a partial correction of this (low 
rates of commission) situation by negotiations 
with our clients with respect to commissions 
on the accounts already on our bcoks and 
with rate agreements for our prospective ac- 
counts ... Total gross earnings for the year 
just ended, including the Corporate Trust 
Department, were $2,287,419, an increase of 
$114,111 over the previous year and the highest 
gross in our history. This increase was more 
than fully accounted for by our commissions 
on income which were, of course, very. favor- 
ably affected by the large corporate dividends 
paid during the year . . . We have a number 
of (corporate and union pension and welfare 
fund) plans already on our books and pay- 
ments into these funds are now running at 
the rate of over $10 million a year .. . Our 
Diversified Common Trust Fund (formerly 
known as Discretionary Common Trust Fund) 
has again had a very substantial growth, as in 
each of its eleven years of operation. While 
the Fund commenced on July 1, 1940, with 
89 participating accounts and with total in- 
vestments of $296,900, its assets amounted 
to $56,700,001 on November 30, 1951 with 
2.236 participants, an increase of $5,217,202 
and 57 respectively over the previous year. We 


necialists 


= Citizens National 
TRUST & SAVINGS 
Bank 


OF LOS ANGELES 


Member 
Federal Deposit 
Insurance Corporation 


are convinced that the Fund’s broad diversi- 
fication of investments has and will continue 
to prove of great value, especially to the small 
and moderate sized estates. At our fiscal year 
end the Fund was invested 25.3% in bonds 
and cash, 25.9% in preferred stocks and 48.8% 
in common stocks. 

The Common Trust Fund for Legal Invest~ 
ments has shown modest growth, total assets 
on November 30 being $14,951,453 with 1,497 
accounts, as against $14,161,311 and 1,51] 
accounts one year ago. 


During the year new funds to the amount 
of $44,995,100 (excluding large increases in 
Investment Trust accounts) came under our 
management, while distributions of principal 
amounted to $17,862,500, leaving a net in~ 
crease of $27,132,600. 


PHILADELPHIA NATIONAL Bank, Philadelphia: 


In order to meet the expected demands 
upon the facilities of this Bank, the im- 
portant decision was made to consolidate The 
Philadelphia National Bank with The Ninth 
Bank and Trust Company In addition 
to the business this Bank has been conducting 
over the years, it is our intention to engage 
actively in all phases of Trust functions. 

(To be concluded next month) 


A A A 


Other Council News 
(See page 338) 


jaltimore: 15th—William A. Suther.~ 


land, noted tax attorney, discussed “Life 
Insurance, Trust and Taxes.” 

North Jersey: 23rd—Denis B. Maduro, 
New York attorney, spoke on estate plan- 
ning. 
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SALES AT PUBLIC AUCTION 
FOR ESTATES OR INDIVIDUALS 


ANTIQUES, FURNITURE, 
FURNISHINGS, PORCE- 
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LITERARY PROPERTIES. 
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FOR INHERITANCE TAX, 
INSURANCE, etc. 


Bank References Upon 
Request 


Under the Personal Supervision 
of 
Mr. BRADLEY DELEHANTY & 
Mr. STANLEY SOLON 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney. Newark, New Jersey 


INCOME TAX 


Commissions received by co-executor 
for ordinary and extraordinary services 
not divisible over period of years. Tax- 
payer, co-executor with another attorney, 
received $7,531 as commissions for ser- 
vices rendered during 1941, 1942 and 
1943. Because of size of estate, execu- 
tors petitioned Probate Court for per- 
mission to appoint special tax counsel. 
Court approved appointment of either of 
co-executors. Taxpayer was chosen. In 
August 1944 executors petitioned Court 
for allowance of extraordinary fees al- 
lowable under California law and Court 
allowed $35,000, amount requested. Tax- 
payer’s share of $19,500 was reported on 
his 1944 income tax return and allocated 
by him over 44 months, period of his 
co-executorship, on assumption that 
Section 107 of Internal Revenue Code 
applied. Commissioner denied taxpayer 
right to allocate. 

HELD: Commissioner sustained. Tax- 
payer’s contention that he received all 
of compensation for extraordinary ser- 
vices in year 1944 for period extending 
36 months or more, which entitled him 
to benefits provided in Section 107, is of 
no avail. “Personal services” involved 
here consisted of entire services which 
taxpayer was required to perform as 
co-executor in administration of estate. 
Total compensation must include sums 
received from ordinary as well as extra- 
ordinary services. Since amount received 
in 1944 was less than 80% of total 
amount received, Section 107 would not 
apply. Lesser v. Comm., 17 T.C. No. 182, 
Mar. 14, 1952. 


Attorney’s fee for resisting gift tax 
deficiency not deductible. In 1944 tax- 
payer paid his attorney $7,267 for legal 
services in controversey over gift tax 
valuation of stock donated by him to 
his family, but did not deduct amount 
on his return. In 1946 he brought suit 
for refund on the ground that attorney’s 
fee should have been deducted. 

HELD: Legal fee was personal ex- 
pense and not deductible. Expenditure 
was not made “for the management, 
conservation or maintenance of prop- 
erty held for the production of income.” 
Lykes v. Comm., U. S. Sup. Ct., Mar. 24. 


Loss on sale of stock to employee at 
book value in accordance with provision 
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in will deductible by estate. Decedent be- 
queathed 4,694 shares of stock in com- 
pany owned by him to his trustees, to be 
held by them for ten years. Value of 
stock at date of decedent’s death in 
1939 was $356 per share. Will provided 
that during ten-year period, vice presi- 
dent, who had contributed in large meas- 
ure to success of company, should be 
given privilege to purchase as many 
shares as he might elect, at book value 
of stock at time election was made. Dur- 
ing 1941, trustees sold vice president 
1,452 shares at average price of $227.55 
per share. On income tax return for 
1941, trustees took deduction for loss on 
difference between value 
of death and amount 
realized on sale. Commissioner disal- 
lowed loss on ground that difference 
between sale price of stock and value 
at date of death represented a bequest, 
and that transaction was not one en- 
tered into for profit. 


HELD: Refund granted. There was no 
intention on part of deceder to make 
a gift. Rather, offer to vie. oresident 
was straight business proposition in- 
tended to benefit decedent’s estate by 
insuring continued services of vice presi- 
dent. Transaction was one entered into 
for profit, and was therefore de- 
ductible. Kress v. Coll., U.S.C.A.-3, Mar. 
4, 1952. 


sale based on 
of stock at date 


loss 


Deduction allowed for legal expenses 
incurred in establishing one-half interest 
in property. Taxpayer was engaged in 
business with her husband from time of 


their marriage in 1906 to time of his 
death in 1943. Company had always real- 
ized large profits, approximately one- 
half of which accrued to taxpayer. Be- 
cause of husband’s business acumen, tax- 
payer allowed him to exercise complete 
management of her profits, great ma- 
jority of which were invested by him, 
together with his own, in various par- 
cels of real estate. Title was taken in 
name of husband, but it was understood 
that taxpayer owned one-half undivided 
interest. On husband’s death taxpayer 
claimed one-half interest in real estate 
and her co-executors resisted. She en- 
gaged counsel to institute action. Favor- 
able decree was obtained and taxpayer 
paid counsel fee of $4,500 and expenses 
of $354. She deducted these amounts on 
her income tax return. Commissioner 


disallowed them, contending they repre. 
sented capital expenditures incurred jn 
acquisition of title. 

HELD: Refund granted. Expenditures 
were for conservation of income produc. 
ing property and hence were deductible 
as non-business expenses. Exclusion of 
one-half interest effected estate tax savy. 
ings of more than $35,000. Selig v, 
Allen, U.S.D.C., M.D. Ga., Apr. 3, 1952. 


Partnership income earned to date of 
partner’s death includible in decedent's 
return. Decedent, who died Nov. 22, 1945, 
reported his income on calendar year 
basis and his partnership on fiscal year 
basis ending June 30. Partnership Agree- 
ment provided that on death of a part- 
ner, heirs or could elect within 
60 days to continue as partner or to 
sell his interest as provided therein. 
Executor, on Jan. 2, 1946, attempted to 
exercise right of election to continue as 
partner. This election was rejected by 
surviving partners. Partners then agreed 
partnership as of Jan. 31, 
1946. Executor, when filing 
final return, reported his distributable 
share of profits for fiscal year ending 
June 30, increased 
this by amount of partnership income 
for period from July 1, 1945 to 
of decedent’s death. Tax Court held for 
taxpayer. 

HELD: Decedent’s share of 
partnership income from 
fiscal year to date of his death was in- 
cludible in final return; it 
not income to decedent’s estate. 
Comm. v. Estate of Waldman, U.S.C.A.- 
2, Apr. 14, 1952. 
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Contributions to profit-sharing trusts 
deductible even though there was no pre- 
determined formula. Taxpayer in 1944, 
1945 and 1946 made contributions to two 
pension trusts for certain em- 
ployees. Amount was determined in rela- 
tion to profits of business. Such contribu- 
tions were irrevocably made, and no part 
thereof has ever been returned to tax- 
payer. Neither taxpayer nor any of its 
officers or stockholders ever 
any control funds contributed to 
trusts. Commissioner deduc- 
tion for contributions. 


HELD: determination 
erroneous; trusts qualified under Code 
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Section 165(a). “The Act was primarily 
designed to insure that profit-sharing 
plans be operated for the welfare of the 
employees in general and to prevent the 
trust device from being used for the 
penefit of the shareholders, officials or 
highly paid employees, and to insure that 
it shall be impossible for any part of the 
corpus or income to be used for pur- 
poses other than the exclusive benefit of 
the employees.” These purposes are ma- 
terialized in present trust. Produce Re- 
porter Co, v. Comm., 18 T.C. No. 8. 














Taxable stock dividends considered in- 
come to trust. In 1935 eight individuals 
transferred in trust stock which they 
owned in two corporations. Trustees 
were directed to pay pro rata share of 
trust income to grantors for life. Trust 
corpus was to devolve to their issue, on 
termination of trust at death of survivor 
of 21 named individuals including grant- 
ors. Each grantor reserved power of 
appointment of his trust 
come and principal after his death. Tax- 
able stock dividends received by trust 
were reported as trust income and income 
tax paid thereon. Trust agreement 
quired stock dividends to inure to prin- 
cipal. Commissioner determined — that 
stock dividends should be taxed to the 
grantors. 

HELD: Stock 
come to life tenant grantors. Comm. v. 
Gordon, U.S.C.A.-9, Mar. 5, 1952. 
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Trust income taxable to beneficiaries 
even though distributable at discretion 
of trustees. Mother and father each cre- 
ated three irrevocable trusts for three 
sons and transferred $1,000 to each trust. 
Mother and father also gave $4,000 to 
each son. Trusts purchased parents’ in- 
terests in two which were 
thereafter operated by six trusts in part- 
nership with first son in his own right. 
First son was trustee of trusts for sec- 
ond son, who, in turn, trustee of 
trusts for first son; first and second sons 
were trustees of two trusts for third 
son. In each case, distributions of trust 
made at discretion 
showed 
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that distributions were made when re- 
quested by respective beneficiaries. On 
fiduciary returns which each trust filed, 
pro rata share of partnership income was 
reported and deductions taken for dis- 
tributions actually made to beneficiaries. 


HELD: Trust income was taxable to 
beneficiaries, since it was, in substance, 
subject to their unfettered command, Al- 
though distributions of trust income 
were to be made at “discretion” of trus- 
tees, it was intention of grantors that 
beneficiaries could have what they want- 
ed of trust income and that discretion- 
ary provision was more in nature of 
safeguard to be withheld unless family 
considerations dictated its enforcement. 
Flato v. U.S.C.A.-5, Apr. 10, 


1952. 


Comm., 


ESTATE TAX 


Jointly owned property acquired with 
community funds earned by husband 
alone includible in husband’s estate. Tax- 
payer was married in 1934 and resided 
in California until husband’s death in 
1946, at which time certain property 
was owned by them as joint tenants. Tax- 
payer, as executrix, included only one- 
half value of this property in decedent’s 
Estate Tax Return. Commissioner de- 
termined that value of the entire prop- 
erty was includible. 


HELD: Refund denied. Property had 
acquired with funds which con- 
sisted wholly of community property, 
but at time of decedent’s death, it was 
held as joint tenants. However, no part 
of taxpayer’s or decedent’s interest in 
property or in funds with which prop- 
erty was acquired was shown to have 
been received as compensation for per- 
sonal services actually rendered by tax- 
payer. Instead, it was stipulated that 
“said funds in their entirety were de- 
rived originally from compensation for 
personal services actually rendered by 
decedent” during his marriage. There- 
fore, value of entire property was in- 
cludible in decedent’s estate. Steen v. 
United States, U.S.C.A.-9, Mar. 25, 1952. 


been 


Right to terminate trust and change 














persons who would take remainder makes 
remainder includible in grantor’s estate. 
Decedent created trust in 1937, appoint- 
ing himself and two others as trustees. 
Trust could be terminated if trustees 
within ten years of its creation had sold 
stock which formed corpus of trust, or 
if stock was otherwise disposed of after 
expiration of ten years. Upon termina- 
tion, trustees were required to distribute 
trust property to grantor’s daughter, if 
living, and if not living, to her children. 
If daughter left no children, property 
was to be distributed to her heirs. Upon 
decedent’s death in 1946 Commissioner 
included value of trust property in de- 
cedent’s estate. 


HELD: Commissioner sustained. Trust 
gave others besides daughter interest 
in remainder. Daughter received only 
contingent interest in remainder. Power 
in grantor as co-trustee to terminate 
trust gave him power to change enjoy- 
ment of remainder interest, thus render- 
ing remainder interest includible in his 
estate. Estate of Clowe v. Comm., 17 T.C. 
180, Mar. 12, 1952. 


Transfers made seven years prior to 
death not made in contemplation of 
death. Decedent owned three valuable 
farms. In 1941, desiring to make equal 
gifts to his six children, he deeded each 
farm to each of three children who, in 
turn, agreed to obligate themselves to 
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other three children to extent of half the 
value. Decedent reported gifts for gift 
tax purposes. Upon decedent’s death in 
1948 at age of 85, Commissioner included 
value of gifts in estate on ground that 
gifts were made in contemplation of 
death. 


HELD: Commissioner overruled. Gifts 
were made from dominant and impelling 
motives associated with life. Estate of 
Pearson v. Comm., T.C. Memo, Apr. 3 
1952. 


’ 


GIFT TAx 


Community property inherited but re- 
nounced subject to gift tax upon transfer 
to children. Wife of taxpayer, resident 
of California, bequeathed her estate to 
him upon her death. One week later, 
decedent renounced and disclaimed any 
right to take under the will, or to in- 
herit any property under laws of suc- 
cession. Purpose of renunciation was to 
have property pass to his three children. 
Commissioner determined that taxpayer 
thus made gifts to the children. 

HELD: Commissioner sustained. Upon 
renunciation under will, community prop- 
erty moiety interest of decedent passed 
under California law to surviving spouse 
and vested immediately. Thus, renunci- 
ation as an heir and under laws of suc- 
cession achieved transfer of community 
property to children, such transfer being 
subject to gift tax. Maxwell v. Comm., 
17 T.C. No. 196, Mar. 26, 1952. 


BUREAU RULINGS 


Computation of deduction allowable on 
account of estate tax attributable to 
items of income in respect of decedent. 
Inquiry was made of Commissioner as to 
computation of amount of deduction al- 
lowable under Code Section 126 on ac- 
count of estate tax attributable to items 
of income in respect of a decedent in 
cases where marital deduction is allowed 
as to portion of such items in computing 
value of decedent’s estate. He ruled that 
if it be assumed that item of accrued in- 
come had a net value of $30,000 for pur- 
pose of estate tax, full amount thereof 
is to be excluded from value of gross 
estate for purpose of computation under 
Section 29.126-3 of Regulations 111. How- 
ever, exclusion of this amount from 
gross cstate would necessarily result in 
corresponding adjustment in respect of 
the amount of marital deduction in such 
computation, and would thus have effect 
of reducing the tax attributable to item 
of accrued income. 


Non-taxable stock dividend to trustee 
not income to beneficiary. Non-taxable 
stock dividend received by estate or trust 
and distributed to income beneficiary is 
not taxable income in hands of benefi- 
ciary. Letter ruling, March 12, 1952, 
signed by E. I. McLarney, Deputy Comm. 
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1952 FIDUCIARY LEGISLATION 


CALIFORNIA 


Ch. 3: Provides for filing petition by 
person claiming interest in real property 
affected by death of any person, and use 
of such petition in evidence. 


GEORGIA 


Act 638: Authorizes Ordinary to per- 
mit executor of deceased executor to 
continue administration of first de- 
cedent’s estate. 

Act 685: Denies murderer right to in- 
herit from victim’s estate or to receive 
proceeds of insurance on decedent’s life. 

Act 706: Provides for representation 
of charitable trust beneficiaries by State 
Attorney General. 

Act 758: Permits termination of guar- 
dianship when there is no longer neces- 
sity for its continuation. 

Act 782: Makes total divorce subse- 
quent to execution of will operate as 
revocation thereof. 

Act 877: Permits establishment of 
joint accounts with right of survivorship 
in savings and loan associations. 


MASSACHUSETTS 


Ch. 209: Raises common trust fund 
participation limit to $100,000. 


MICHIGAN 


P.A. 6: Repeals provisions restricting 


period for which income may be ac- 
cumulated. 
MISSISSIPPI 
Ch. 431: Makes deed reciting that 


grantors are all the heirs of intestate 
owner of real property prima facie evi- 
dence of that fact. 


S.B. 99: Provides for descent of in- 
testate property to grandparents, uncles 
and aunts before more remote next of 
kin. 

H.B. 300: Authorizes Chancery Court 
to remove disability of minors. 


Ch. 360: Extends to incapacitated per- 
sons, as well as infants and insane per- 
sons, provisions relating to leasing, en- 
cumbering and selling real property; ex- 
tends provisions regarding release or 
conveyance of dower to release or con- 
veyance of curtesy. 


Missouri 


Sec. 459.040 enacted to limit anyone 
other than bank, trust company or public 
administrator to not more than five guar- 
dianships unless all wards are of one 
family. 


NEW YorRK* 


Ch. 348: Eliminates necessity of citing 
on a fiduciary accounting proceeding any 
infant or incompetent whose legacy in 
fixed amount of $500 or less was paid to 


*See also April issue, p. 324. 


parent or other competent person pur. 
suant to surrogate’s order. 

Ch. 349: Extends to all counties the 
surrogate’s authority to designate clerks 
or officers, other than the clerk of court 


and deputy clerk, to take proof of q 
will. 


Ch. 350: Clarifies text of Section 133 
Surrogate’s Court Act relating to issu. 
ance of letters of administration with 
the will annexed and gives priority to 
those whose own interests in the estate 
would be served by careful, economical 
administration; specifically authorizes 
appointment of corporation which is sole 
or residuary legatee, and guardian or 
committee of infant or incompetent who 
would otherwise be entitled to letters. 

Ch. 492: Provides rule for interest on 
legacies, in action to compel payment, at 
rate of three per cent or, if delay in 
payment of legacy was unreasonable, at 
legal rate. 

Ch. 544: Permits fiduciaries to deposit 
funds in industrial banks as well as na- 
tional and other state banks. 


Ch. 603: Increases from $300 to $1,000 
amount. of cash exemption for decedent’s 
family. 

Ch. 790: Permits preservation by banks 
of photographic reproductions of records 
in lieu of originals. 

Ch. 791: Makes reproductions made in 
ordinary course of business admissible 
in evidence. 


Ch. 820: Validates designation of bene- 
ficiary to receive payment, on death of 
person entitled, of moneys due under pen- 
sion, retirement or employee profit shar- 
ing plan or under annuity or contract 
supplemental to annuity or life, accident 
or health policy. 

Ch. 824: Consolidates and amends var- 
ious statutory provisions authorizing pay- 


ment, without administration, of certain 


debts payable to decedent’s estate by 
banks, insurance companies, govern- 
mental agencies and other institutions 
and employers. 

Ch. 832: Saves testamentary gifts to 
unincorporated associations, which would 
otherwise be invalid by virtue of in- 
capacity of association to take, by per- 
mitting association to receive bequest 
if it is incorporated within prescribed 
time. 


SouTH CAROLINA 


Act 783: Adds to trust investment legal 
list debentures issued by Federal Inter- 
mediate Credit Bank and Central Bank 
for Cooperatives. 


VIRGINIA 


Ch. 294: Amends estate tax apportion- 
(Continued on page 396) 


TRUSTS AND EsTATES 








Legal 


ROE 


Broc 


Per] 
public 
ject o 
been I 
large 
justif, 
ily fe 
mater 
ence 1 
ing a 
sor Cc 
sions 
and 1 
as th 

Wit 
ness, 
from 
but } 
Assoc 
Prob: 
ers A 
grouy 
agree 
deeds 
agree¢ 
porat 
ment 
merc 
and t 
prep: 
pane 


Com 






V 


1 pur. 


es the 
clerks 
court 
of a 


mn 133 
. issu. 
with 
ity to 
estate 
mica] 
orizes 
iS sole 
an or 
t who 
SB. 
st on 
nt, at 
AY in 
le, at 


posit 
S Na- 


1,000 
lent’s 


yanks 
cords 


de in 
ssible 


bene- 
th of 

pen- 
shar- 
tract 
ident 


var- 
pay- 
‘tain 

by 
rern- 
‘ions 


s to 
ould 


per- 
uest 
ibed 


egal 
ter- 
ank 


jon- 





TES 


CURRENT LITERATURE NOTES 


Books 


Legal Drafting 


ROBERT N. COOK. Foundation Press, 
Brooklyn, N. Y. 867 pp. $8.00. 


Inc., 


Perhaps the most significant fact in the 
publication of this volume is that the sub- 
ject of legal draftsmanship has at last 
been recognized as a regular course by a 
large enough number of law schools to 
justify a textbook. Designed thus primar- 
ily for the student, this collection of 
materials is nevertheless a useful refer- 
ence for the practitioner as well. Cover- 
ing a wide area of agreements, Profes- 
sor Cook also develops interesting discus- 
sions on the liability of the draftsman 
and the drafting of legal instruments 
as the practice of law. 


With emphasis on clarity and concise- 
ness, the materials are selected not only 
from decisions and law review articles 
but proceedings of the American Bar 
Association Section of Real Property, 
Probate and Trust Law, American Bank- 
ers Association Trust Division and other 
groups. The subjects run from simple 
agreements, through realty contracts, 
deeds, leases, credit instruments, labor 
agreements, partnership agreements, cor- 
porate organization and buy-sell agree- 
ments. The chapter entitled ‘‘Non-Com- 
mercial Instruments” is devoted to wills 
and trusts, and consists largely of clauses 
prepared by Gilbert T. Stephenson and a 
panel discussion at the 1949 Bar meeting. 


Committees and Guardians 


ERNEST M. GUTMAN. Erncar Publications, 
New York. 180 pp. $5.00. 


This compact handbook treats primar- 
ily of committees and guardianships un- 
der the U. S. Veterans Administration, 
with particular reference to the govern- 
ing provisions of the New York Civil 
Practice Act. Analyzing the various sec- 
tions of the applicable law, the author 
goes into such matters as appointment 
of the committee, bonds, sureties, ac- 
countings, compensation, and_ invest- 
ments. Appended forms make the volume 
of added value to the practitioner serv- 
ing either as fiduciary or counsel. 


How To File and Index 


BERTHA M. WEEKS. Ronald Press Co., New 
York. Revised ed., 307 pp. $4.00. 


A most detailed revised edition of up- 
to-date methods of filing, explaining 
definitely and simply the fundamental 
principles which are the key to all filing 
problems, this book will prove valuable 
to personnel who plan and direct clerical 
operations in offices, as well as to secretar- 
ies and stenographers. Many illustrations 
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are given of the latest tested methods of 
installing and operating systems which 
provide efficient service at a saving of 
time, space and money. A separate chap- 
ter explains retention, preservation and 
disposal of records, and others give ex- 
amples of practices in leading branches 
of business. 


Word Finder 


Edited and compiled by J. I. Rodale. Rodale 

Press, Emmaus, Pa. 1315 pp. $6.95. 

For authors, lecturers and draftsmen 
this volume is a great boon. It is not, 
as the collaborators disclaim, a thesaurus 
wherein one looks — in more than one 
place — for substitutes for a given word. 
It is rather a means of finding — in one 
alphabetical sequence— an augmentative 
or embellishing word. Thus, the word 
“beauty” in a thesaurus would yield only 
synonyms like “form, elegance, comeli- 
ness” ete., whereas in the Word Finder 
“beauty” has not only its synonyms but 
an entire column of adjectives such as 
“glorious, dazzling, rare, perennial.” 
Moreover there is appended a group of 
verbs more or less commonly associated 
with “beauty” — as “array in, fascinates, 
glows, enamour of.” While beauty of 
expression should never exceed in im- 
portance clarity of meaning, it cannot be 
gainsaid that color and charm of lan- 
guage represent a lost art that might 
well be recaptured. 


Public Relations Handbook 


Edited by Philip Lesly, Prentice Hall, 
York 11, N. Y. 902 pp. $8.00. 


New 


Thirty-three professional experts pool- 
ed their experience to present a prac- 
tical handbook of proven techniques, with 
definite instructions for planning, initiat- 
ing, and maintaining a public relations 
program. In every case the contributors 
are active directors in their field. Funda- 
mental principles are set forth as well as 
detailed practical ideas, and the material 
is divided both according to the sub- 
divisions of the field and in relation to 
various businesses. 


The chapter on Financial Institutions, 
written by Robert Lindquist, vice presi- 
dent, LaSalle National Bank, Chicago, 
is comprehensive in coverage and specific 
in detail, drawing upon the actual ex- 
perience of banks in many parts of the 
country. The volume is well indexed and 
provided with an extensive bibliography, 
a glossary, and a list of colleges offering 
courses in public relations and related 
subjects. The book has immediate prac- 
tical value and permanent historical in- 
terest for those responsible for any 
aspect of their company’s public relations 
activities. 


ARTICLES 


The Residual Estate 


LOREN D. STARK, C.L.U. Journal of Char- 
tered Life Underwriters, March 1952. 


The analysis of the residual estate — 
that which remains after the payment of 
death taxes and other settlement charges 
including special bequests — is the key 
to effective estate planning; hence the 
importance of knowing the structural 
content of the estate. Once the nature 
and value of the residual estate are de- 
termined by the procedures outlined, it 
is possible to estimate the income to be 
derived therefrom and corrective means 
can be employed to improve the income 
position. The principles discussed are ap- 
plied to a specific case. 


Some Aspects of Fiduciary Invest- 
ment 

Symposium. Ohio State Law Journal, Autumn 

1951. 

This symposium is in the main a review 
of legal and administrative developments 
in the field of trust investments. The first 
paper, by Mayo A. Shattuck, traces by 
chapter and verse the evolution of the 
Prudent Man Rule from judicial enun- 
ciation through statutory embodiment. 
An appendix reproduces Mr. Shattuck’s 
earlier annotations of each separate 
clause of the Rule. 


The growth of the common trust fund 
device is described by Gilbert T. Stephen- 
son who outlines the legal background as 
well as administrative advantages of this 
investment vehicle. 


The various bases and theories for 
surcharging fiduciaries are analyzed by 
Dean Frank S. Rowley and Professor 
Robert A. Toepfer. Their analysis of the 
eases is grouped according to the fol- 
lowing situations: the loss results from 
a distorted market; the trust instru- 
ments contains an exculpatory clause; 
the beneficiary consents to or acquiesces 
in the breach of trust; the trustee seeks 
to set off gains against losses. 


The final paper, by C. Alexander 
Capron, also previously published in sub- 
stantially the same form, appraises the 
administrative and legal aspects of estab- 
lishing reserves against depreciation of 
trusteed property. 


The Case of the Confused Giver 


JOSEPH HAWLEY MURPHY. Washington 

University Law Quarterly, February 1952. 

Equity and good practice would be best 
served by a tax system which permits 
of a ready and certain answer to the 
question: “What is a gift?” Taking a 
journey through the landmark decisions. 
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involving the income, estate and gift tax 
consequences of inter vivos outright and 
trusteed gifts, the author is not at all 
sure that the Commissioner’s most recent 
contention — for gift tax on the income 
of a Clifford-type trust — will not be 
followed by courts other than the one 
tribunal in which the claim has already 
been sustained. Nor would it be consti- 
tutionally incompetent for Congress to 
legislate that result. While correlation of 
the three taxes might achieve clarity and 
consistency, Professor Hawley points out 
the consequent sacrifices of such action 
in relation to estate planning techniques. 


Income in Respect to the Decedent 


EDWARD N. POLISHER. Dickinson Law Re- 
view, March 1952. 


This article explores the effectiveness 
of Internal Revenue Code Section 126 in 
dealing with the income and estate tax 
problems resulting from income attribut- 
able to a decedent but uncollected at the 
time of his death. The author deals with 
the subject under the following ques- 
tions: (1) what items constitute “income 
in respect of a decedent;” (2) to whom 
are they deemed income; (3) what is the 
effect of a transfer of the right to re- 
ceive such items; (4) what deductions 
are allowable against these items; (5) 
what application, if any, has the estate 
tax to such items? 
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Personal Banking 


Accounting and Legal Difficulties in 
Determining Income from Testa- 
mentary Trust 
Vv. G. EDMONDSON. Journal of Accountancy, 
April 1952. 

Basic accounting operations are ap- 
plied here with legal background on such 
matters as apportioning money received 
by a trustee as interest on bank accounts, 
bonds, mortgages, dividends, unproduc- 
tive assets and wasting assets. The lead- 
ing rules — Massachusetts, Kentucky, 
Pennsylvania — on the subject are com- 
pared, and suggestion made for the testa- 
tor to avoid the questions so far as pos- 
sible by appropriate language in the in- 
strument. 


A A A 
Legislation 
(Continued from page 94) 
ment statute to provide that, in pro- 
rating tax, surviving spouse shall not 


have benefit of marital deduction allowed 
under Federal law; allocates tax on tem- 
porary interests to corpus; declares right 
of testator or settlor to vary statutory 
rules. 

Ch. 103: Raises from $500 to $1,000 
amount which is exempt from administra- 
tion or guardianship. 

Ch. 149: Provides for recording affi- 
davit relating to realty of intestate de- 
cedent, setting forth names of heirs, ete. 

Ch. 80: Establishes method of com- 
puting present value of contingent right 
of curtesy or dower on sale of clear title. 

Ch. 196: Extends area in which fidu- 
ciaries may lend on security of real 
estate to include portions of any con- 
tiguous state within 50 miles of Vir- 
ginia border; redefines eligible public 
utility operating companies. 
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Ch. 609: Provides for disclaimer anq 
release of powers of appointment. 





Ch. 329: Authorizes court to issue ¢e;. 
tificate to executor or administrator who 
has completed administration and still ye. 
tains notes, stocks and bonds, certifying 
that personal representative’s 
continue in force. 








powers 






PR@®VINCE OF ONTARIO 

Bill 74: Revises Sec. 26, 27 of Trustee 
Act setting forth trust investment pow. 
ers but does not change their scope ( 
section authorizing investment of 35¢, 
of fund in corporate bonds and stocks 
permitted to insurance, trust and loan 
companies having been rejected by the 
Legal Bills Committee). 

3ill 89: Amends common trust fund 
enabling act to provide for triennial ac. 
counting, notice to Registrar of 
Loan and Trust Corporations who shall 














upon 







represent all persons having an interest 
in the fund, but any 
appear personally or 





such person may 


be represented at 








his own expense. 
Bill 108: Amends Succession Duty Act 
to exempt from duty gifts to educational 








as well as religious organizations carry- 





ing on work across Canada; also permits 
trustees of funds to 





pension pay 
amount not exceeding $1,500 to family 
of deceased employee without production 
of Ontario Succession Duty Consent. 
sill 109: 12(7) of 
Devolution of Estates Act applicable to 
real property devolving by unproved will 


out 










Repeals Section 







or by reason of intestacy. 







sill 35: Suspends operation of On- 
tario Income Tax Act for another year. 
Bill 51: Repeals Execution of Trusts 





Act, 1939, authorizing delegation by trus- 
toe in war service during World War II. 
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AssETS — Administration — Nom- 
inee of Husband Electing Against 
Will Entitled to Preference as Ad- 
ministrator C.T.A. 


Oklahoma—Supreme Court 
In re Beach’s Estate; Ware v. Beach, 241 P. 


(2d) 390. 

Testatrix nominated as executor an in- 
dividual who did not survive her. The 
will provided bequests of One Dollar each 
to her husband and to her adopted son, 
the residue to her incompetent sister. 
Both the surviving husband and the sis- 
ter, by her legal guardian, petitioned for 
probate of the will, the husband at the 
same time electing to take the share pro- 
vided by Oklahoma statute for a sur- 
viving husband. The separate petitions 
requested the appointment of different 
individuals as administrator with the will 
annexed. From a judgment appointing 
the nominee of the husband, the sister 
appealed. 

HELD: Aftirmed. The quantum of the 
estate which either petitioner will ulti- 
mately take is not at Both 
heirs, and the husband’s election to take 
under the law does not render him hos- 
tile to the will. The statute entitling 
the husband, or his nominee, to prefer- 
ence in appointment of an administrator 
must be followed. The court will look to 
the applicants’ respective shares in the 
estate where their interests are other- 
wise equal, but here the statutory prefer- 


issue. are 


ence is controlling. 
ASSETS — Administration — Nom- 
inee of Next of Kin Entitled to 


Priority as Administrator Over 
Relative Who Did Not Inherit 
From Decedent 


Tennessee—-Supreme Court 


Tudor v. Southern Trust Co., 246 S.W. 
33. 


(2d) 


Decedent was survived by one brother, 
an aunt and several cousins. He died 
intestate, and his entire estate went to 
the surviving brother. The brother de- 
clined to administer the estate and nom- 
inated instead the defendants. Peti- 
tioners, the aunt and cousins, sought to 
set aside the appointment of the nom- 
inees of the brother. 

HELD: Affirmed. If there be two or 
more persons who are entitled to inherit 
from the decedent, and these persons are 
related to decedent in different degrees, 
the relative of lesser degree who applies 
for administration will be preferred over 
the nominee of the close relative. Thus 
a daughter will be preferred over the 
nominee of a widow. In the present case, 
however, the petitioners are not entitled 
to share in the estate, and therefore 
have no right to be protected in the ad- 
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RECENT FIDUCIARY DECISIONS 


ministration thereof. Accordingly the 
nominees of the brother are entitled to 
priority over these petitioners. 


ASSETS — Administration — Admin- 
istrator Not Barred from Obtaining 
Refund from Distributees to Pay 
Judgment Against Estate 


Missouri—Supreme Court, Div. 1 


In re Thomson’s Estate, 246 S.W. (2d) 791 
(rehear. den. Mar. 10, 1952) 


In 1932 suit was filed against de- 
cedent’s administrator for an accounting 
based upon an alleged partnership be- 
tween the intestate and the plaintiff 
therein. A large judgment against the 
estate was recovered in 1934 and was 
established on appeal in 1938. After the 
suit had been filed but before judgment 
therein, the administrator had distributed 
part of the estate to the heirs at law. 
The judgment was for a sum in excess 
of the value of the property remaining 
in the estate. 

No action was taken by the admin- 
istrator until 1950, when he filed in the 
probate court an application under Mo. 
R.S. 1949, Section 465.400, V.A.M.S., to 
require the heirs at law to refund the 
sums distributed to them in 1932, to be 
applied on the judgment. The probate 
court, and the circuit court on appeal, 
dismissed the application on the ground 
that it showed on its face that the ad- 
ministrator unreasonably delayed in fil- 
ing it. The administrator appealed. 

HELD: Reversed and remanded. Sec- 
tion 465.400 contained no limitation as to 
time within which an application should 
be made. However, the statute contem- 
plated that an application thereunder 
should be filed during the course of the 
administration and prior to final settle- 
ment of an estate. So long as an appli- 





cation is filed prior to final settlement, 
delay alone will not extinguish the right 
of the legal representative to obtain a 
refunding order. 


A proper court may determine whether 
a certain passage of time is unreason- 
able and thereby bar reliefs only by 
concluding that to grant the relief sought 
would be prejudicial or otherwise im- 
proper because of the passage of time 
and the effect thereof upon the parties 
or property involved. Any such de- 
termination must necessarily be based 
upon facts shown in evidence. 


The Missouri rule that laches may 
not be asserted in an action at law was 
criticized but not overruled. This was 
a statutory proceeding wherein the pro- 
bate court and the circuit court on ap- 
peal could consider and apply any legal 
or equitable defense which might be as- 
serted to defeat the right of the admin- 
istrator. 


COMMON TRUST FUNDS — Statute 
Held Constitutional — Auditing 


Costs Not Chargeable to Fund 


New York—Surrogate’s Court, Monroe Co. 


In re Lincoln Rochester Trust Co., 111 N.Y.S. 
(2d) 45. 


In an accounting by a trustee of a dis- 
cretionary common trust fund, the special 
guardian for principal beneficiaries ques- 
tioned the constitutionality of Section 
100-c of the Banking Law permitting the 
establishment of such funds and filed 
extensive objections to the petitioner’s 
Plan of Operation, the administration of 
the fund and other matters. 


HELD: (1) The statute is constitu- 
tional. The failure to require that notice 
of intention to invest trust funds in the 
common trust fund be given to infants, 
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incompetents and unknowns does _ not 
constitute a taking of property without 
due process of law. The legislature recog- 
nized that such persons would probably 
be unable to come forward to object and 
made no effort to protect the trustee 
against such persons until the judicial 
settlement of its account. 

(2) The provision in the trustee’s 
Plan of Operation that compensation and 
expenses of auditors, other than the 
Trust Company’s employees, for the 
audit of the common fund and any li- 
quidating account, and the cost of print- 
ing and other charges relating to the 
audit, be paid from principal of the com- 
mon trust fund, contravenes the statute. 
Such expenses are held to be part of the 
management costs. 

(3) The date of the participation in 
the common trust fund determines the 
valuation for purposes of the maximum 
investment by an individual trust. 


A A A 


Joseph Trachtman, New York legal 
editor for TRUSTS AND ESTATES, an- 
nounced that John B. Loughran became 
associated with him as of May first. Mr. 
Loughran, an editor of the Fordham Law 
Review (1942), was formerly Law Sec- 
retary to Mr. Surrogate James A. Dele- 
hanty of New York County, now retired. 
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DISTRIBUTION — Legacies to Super- 
numerary Witnesses Void 


Quebec—Superior Court 
Dion v. Dion, 1951 S.C. 416. 


Testator’s will had been signed in the 
presence of seven witnesses, three of 
whom were sons of the testator and leg- 
atees under his will. In defense to an 
action to have these legacies set aside 
it was contended that the presence of the 
sons as witnesses to the will could not 
affect the validity of the legacies made 
in their favor, inasmuch as apart from 
the sons, a sufficient number of com- 
petent witnesses had witnessed the will. 


HELD: Even though the will was wit- 
nessed by more persons than necessary 
to attest its validity, that does not confer 
capacity to receive on the legatees who 
were witnesses, in the absence of any 
legal proof that in fact they did not act 
as witnesses. 


DISTRIBUTION — Ademption of Spe- 
cific Legacy is Effected by Extinc- 
tion of Thing or Fund Bequeathed 

United States—Court of Appeals, 
District of Columbia Circuit 


Dean v. Tusculum College, No. 11029, decided 
March 27, 1952. 


Testatrix, by will dated June 22, 1936, 
bequeathed all her interest in a partner- 
ship to her co-partners, the appellants. 
On May 24, 1937, the partnership was 
incorporated and each partner received 
corporate stock in exchange for his part- 
nership interest. Thereafter, testatrix 
sold and transferred all of her stock for 
$13,750, payable $1,000 in cash and an- 
nual installments of $1,000 secured by 
the purchaser’s collateral note with cer- 
tificates attached for the stock reissued 
in the name of and endorsed by the pur- 
chaser. It was agreed that unless there 
was default on the note, the purchaser 
should exercise all powers incident to the 
shares, including the power to vote. There 
was no default, and at the time of 
note had been re- 


testatrix’ death the 

duced to $6,750. 
The appellants, as legatees, and ap- 

pellee, as residuary legatee, claimed the 


note and the executors filed a bill to cop. 
strue the will. The District Court granted 
a motion of appellee for summary judg. 
ment holding the legacy adeemed. 


HELD: Affirmed. The legacy was 
specific because it specified a part of 
testatrix’ estate readily distinguishable 
from other property owned by her. The 
sale by testatrix of all her stock resulted 
in a disposition of the stock as to ex. 
tinguish all her interest therein. The leg. 
acy was adeemed, as no intention could 
be drawn from the will that, if the be. 
queathed property was sold during testa- 
trix’ lifetime, the proceeds were to stand 
in its place. The fact that many years 
later testatrix expressly ratified the will 
did not and could not operate to revive 
the legacy or restore the interest in the 
stock she formerly owned. 


DISTRIBUTION — Stranger’s Legacy 
Abates to Same Degree as That to 
Kindred 


California—District Court of Appeal 


Estate of Lynn, 109 A.C.A. 495 (Feb. 27, 
1952). 
Fourth paragraph of will provided: 


“T hereby direct that my said Executor 
sell my said ranch property and that the 
proceeds therefrom be divided equally 
among the following named _ persons: 
John Layous, a friend, Alma C. Lorent- 
zen, a niece, and Lillian Gianini, a niece.” 


There were insufficient assets to pay 
claims against the estate and expenses 
of administration without using part of 
the proceeds of the sale of the ranch. 
Legatee Layous, who was not related to 
the testatrix, appealed from order of 
distribution which provided that his leg- 
acy abate and be fully exhausted before 
any part of the legacies to the two nieces 
should abate. 
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Probate Code Section 752 provides: 
“Unless a different intention is express- 
ed in the will, abatement takes place 
in any class only as between legacies 
of that class, and legacies to a spouse 
or to kindred shall abate only after abate- 
ment of legacies to persons not related 
to the testator.” 

HELD: Reversed. Testatrix did ex- 
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press a different intention. The provision 
quoted put appellant, stranger, on a 
parity with the nieces. 

The executor, a trust company, had 
no interest in the matter which concern- 
ed only the legatees. Appellant’s costs 
were taxed against the executor in its 
individual corporate capacity. 


EXPENSES — Funeral and Tombstone 
Bills Erroneously Paid by Widow 
Personally Not Recoverable from 
Estate 


Missouri—Springfield Court of Appeals 
Rhodes v. Rhodes’ Estate, 246 S.W. (2d) 98. 


Before letters of administration were 
applied for, the widow paid from her 
own funds expenses of the funeral and 
a tombstone on the advice of the under- 
taker and one of intestate’s two daugh- 
ters that she was personally liable for 
those expenses. After the widow was 
appointed administratrix, she caused 
claims to be filed by the undertaker and 
the vendor of the tombstone. These claims 
were allowed, but were subsequently 
vacated at the instance of intestate’s 
daughter. 


The widow then brought suit in equity 
in the circuit court to recover from in- 
testate’s estate the sums she had paid, 
contending that the payments were made 
under mistake of law and fact, that the 
estate was unjustly enriched, and that 
she had no adequate remedy at law. The 
trial court dismissed the petition for fail- 
ure to state a claim upon which relief 
could be granted. 


HELD: Affirmed. The claims paid by 
the widow were legal demands against 
intestate’s estate and could have been 
presented by the holders thereof as pro- 
vided by statutes. The mistake made by 
the widow in paying the demands because 
she believed she was legally liable there- 
for was one purely of law for which 
equitable relief will not be granted. More- 
over, the widow had an adequate remedy 
at law, for she could have filed a demand 
against the estate, either with or without 
an assignment of the demands. 
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Girts — Constructive Delivery Suffi- 
cient — Apprehension of Imminent 
Death Not Essential 


Iowa—Supreme Court 
In re Gray v. Watters, 51 N.W. (2d) 885. 


Two months before her death from an 
affliction of some years, decedent, who 
was without immediate relatives, signed 
in her home an instrument prepared by 
a bank employee in accordance with her 
request, giving her close friend Mrs. 
Watters access to a safety deposit box 
at the bank and providing that her name 
be added to two certificates of deposit 
kept therein. Decedent told the bank em- 
ployee that Mrs. Watters had been good 
to her and she could rely on her to carry 
out her wishes, and if anything hap- 
pened to her she wanted Mrs. Watters 
to take care of the money, as she was 
giving her instructions as to what to do 
with it after she was dead. 

Several days later the bank employee 
added after decedent’s name as payee on 
the certificates of deposit the words “Or 
Mrs. John Watters or the survivor.” The 
certificates were then returned to the 
box. Mrs. Watters testified that decedent 
gave her the key and told her to take the 
lock box as her own if she passed away 
and told her to dispose of the money as 
she desired . .. in religious ways, to 
different religious organizations and her 
Church. The trial court held that there 
was not a completed gift and that the 
transaction lacked the intentional present 
delivery which is essential to a gift causa 
mortis. 

HELD: Reversed. There was a suffi- 
cient constructive delivery of the cer- 
tificates of deposit and it was not neces- 
sary that the decedent be under appre- 
hension of immediate death or that the 
gift be made while she was in extremis. 
The intended trust being a charitable 
one, equity should adopt a liberal atti- 
tude towards it and under the evidence 
there was a complete devolution of legal 
title to Mrs. Watters in trust for the 
religious and charitable purposes indi- 
cated by the terms of the gift. It was 
not necessary that the specific beneficiar- 
ies be named by the donor; Mrs. Watters 





as trustee had the duty to select the 
beneficiaries and determine the amount 
to be paid to each. 


INSURANCE — Life — Written As- 
signment of Policy by Decedent In- 
effective without Requisite Intent 
and Delivery 


Minnesota—Supreme Court 

Cooney v. Equitable Life Assur. Soc., 51 N.W. 

(2d) 285. 

The deceased, an agent of the insur- 
ance company, had executed a written 
instrument purporting to assign his in- 
terest in a retirement policy to his sis- 
ters. The last beneficiary designated on 
the policy was decedent’s widow. The in- 
strument of assignment was held by the 
decedent and found in his safe after 
his death. Plaintiffs, decedent’s sisters, 
brought suit to have themselves adjudged 
entitled to the proceeds of the policy. The 
insurance company deposited the pro- 
ceeds in escrow and decedent’s widow 
solely defended the action. The trial 
court found for defendant. 


HELD: Affirmed. The assignment was 
not effective as a “change of beneficiary.” 
It must appear that the insured clearly 
intended the change of beneficiary be- 
fore an insurance company can be di- 
rected to endorse a change of beneficiary 
substantially effected by the insured. 


Here decedent was an insurance agent 
successfully 


who had effected prior 
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changes of beneficiary and recognized 
that such changes should be transmitted 
to the home office. Hence neither substan- 
tial compliance with the change pro- 
cedure nor intent to make the change 
are made out. No gift of the policy was 
made, as there was no delivery of either 
the assignment or the policy. Neither 
was there any delivery to support 
gratuitous creation of a trust in a third 
party trustee. 


INVESTMENT POWERS — Direction to 
Invest in Legals “Now Permitted” 
— Applicability of Modified Pru- 
dent Man Rule 


New York—Supreme Court, N. Y. Co. 

Bankers Trust Co. v. Walska, N.Y.L.J., April 

7, 1952. 

Pursuant to a separation agreement 
the settlor created a trust in 1922 direct- 
ing that the income be paid to his wife 
for her life, and that if the trust income 
did not equal $20,000 in any year, the 
settlor must make up the difference. The 
trust agreement limited the investment 
of the trust fund to “such bonds or other 
securities, of the kind and character 
now permitted by the laws of the State 
of New York for the trust funds” as the 
settlor might direct. (italics supplied). 
Did the trust agreement authorize in- 
vestments permissible under the 1950 
Amendment of Personal Property Law, 
Sec. 21, which authorizes the investment 
of 35% of a trust in certain securities 
not otherwise made legal? 

HELD: The trustee is authorized to 
invest in accordance with the 1950 
Amendment. The words “now permitted” 
did not limit the trustee to investments 
which were on the legal list in 1922 when 
the trust was created. In 1918 and in 
1922, the statute was amended to liberal- 
ize the legal list, and the settlor, by the 
use of the word “now,” probably desired 
to make certain that these amendments 
applied to the trust. Furthermore, the 
continuing nature of the $20,000 min- 
imum annual guarantee would make it 
probable that the settlor intended that 
the trustee’s investment powers should 
be liberalized if the statute subsequently 
permitted it. 
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JURISDICTION — Power of Probate 


Court to Appoint Administrators 
Ad Litem 


Tennessee—Supreme Court 
Casey v. Strange, 246 S.W. (2d) 50. 


Plaintiff alleged that he had been ap- 
pointed administrator ad litem of the 
estate of a decedent by the Chancery 
Court in which litigation over the will 
of the decedent was pending. Plaintiff 
was bringing an action at law for un- 
liquidated damages on behalf of the 
estate. Defendants demurred to the 
declaration on the ground that it failed 
to show that the appointment of plaintiff 
had been made in accordance with the 
statutes. The statutes provide that where 
there is no regular executor or admin- 
istrator, the Chancellor or Probate Judge 
before whom the estate is being admin- 
istered may appoint an administrator ad 
litem whenever it is necessary to do so. 
The Trial Court sustained the demurrer. 


HELD: Reversed. In passing on the de- 
murrer, it is presumed that the necessity 
for the appointment existed, and the 
statutes authorize the appointment of an 
administrator ad litem whenever a neces- 
sity therefor arises. It is not essential 
that the administrator be appointed in 
a case growing out of the matter pending 
before the Chancellor or Probate Judge. 
Such an administrator may be appointed 
to prosecute any action necessary for the 
protection of the estate, including an 
action for unliquidated damages at law. 


Although this is a case of first impres- 
sion in Tennessee, it is well settled else- 
where that courts administering estates 
may appoint special or temporary ad- 
ministrators under certain conditions. In 
any suit where general administration 
is delayed by a will contest or other liti- 
gation, an administrator ad litem may 
be appointed, not to represent the parties 
suggesting the appointment but to pro- 
tect the estate as an officer of the court. 


LIFE TENANT & REMAINDERMAN — 
Life Tenant May Hold Adversely 
to Remaindermen Where Interests 
Are Not Created by Same Instru- 
ment 


Tennessee—Supreme Court 
West v. Moore, 246 S.W. (2d) 74. 


Testator devised real estate to his 
widow for life, with remainder to his 
five children. All of the interested parties 
knew of the provisions of this will, pur- 
suant to which the widow took possession 
of the property, and remained in pos- 
session for 11 years. Subsequently a deed, 
duly recorded in 1890, was delivered un- 
der which testator held the real estate 
involved for life only, with remainder 
in fee to his children. Accordingly suit 
was brought by the children alleging 
that they owned the property in fee and 
that the will was ineffective to create a 


life estate in the widow. The widow jn 
her answer asserted that she owned a 
life estate by adverse possession of more 
than seven years. It was not shown that 
the widow ever knew of the old deed, or 
that she was guilty of any fraud. The 
Trial Court sustained the plea of adverse 
possession and the Court of Appeals re. 
versed. 

HELD: Court of Appeals reversed and 
Trial Court affirmed. A life estate may 
be acquired by adverse possession, and 
the statutory period for acquiring same 
is 7 years. The widow was continuous- 
ly and openly in possession of the proper- 
ty for 11 years, claiming a life estate un- 
der the will. The deed of 1890 was duly 
recorded, and complainants were charged 
with notice that under its terms they 
were entitled to immediate possession 
upon their father’s death. They have 
neglected to bring an action for longer 
than 7 years. 


The rule that a life tenant may not 
hold adversely to the remaindermen is 
not applicable in the present case, be- 
cause the children are claiming the right 
of immediate possession under the deed, 
to which the widow is a total stranger, 
and under which she makes no claim. 
The children will not be permitted to 
claim under the deed, and at the same 
time assert that both the estate and that 
of the widow were created by the will. 
The two estates were not created by one 
and the same instrument, and the widow 
may properly set up adverse possession 
under a claim of ownership of a life 
estate. 


LIVING TRustTs — Settlor’s Reserva- 
tion of Powers Does Not Render 
Deed Testamentary — Testamen- 
tary Addition to Inter Vivos Trust 
Upheld 


Kentucky- 
Stouse v. First National Bank of Chicago, 245 
S.W. (2d) 914. 


Court of Appeals 


Two beneficiaries under an inter vivos 
trust created by, and under the will of, 
Sally A. Hert, who, as her heirs at law, 
would have received larger interests than 
under the instruments, brought this ac- 
tion to have adjudged invalid the deed 
of trust and the will. 


The deed of trust, after providing that 
income be paid to the settlor during her 
life, that after her death the trust prop- 
erty be divided among the various bene- 
ficiaries, and that during her lifetime 
the trust was revocable, required that 
“the Trustees shall exercise the powers 
conferred upon them only upon the writ- 
ten instructions of” the settlor. The con- 
tention was that this rendered the trust 
instrument testamentary in character 
and void because there was no compliance 
with the formalities required by the 
statutes in the execution of wills. This 
argument was based on Subsection (2) of 
Section 57 of the Restatement of the 
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Law of Trusts to the effect that “such 
power to control the trustee as to the 
details of administration of the trust” 
renders the trustee the “agent of the 
settlor” with the result that “the dis- 
position so far as it is intended to take 
effect after his (settlor’s) death, is testa- 
mentary and is invalid.” 


The will devised the residuary estate 
to the trustees under the deed of trust 
“to be held by them upon and subject 
to all of the same trusts, terms and con- 
ditions as are specified in said trust 
agreement.” Subsequent to the execution 
of the will, the testatrix executed two 
amendments to the deed of trust, the 
first of which named two additional trus- 
tees, made certain changes concerning 
settlements of disagreements among 
trustees, and revoked and changed cer- 
tain gifts, and the second of which with- 
drew certain property from the trust 
estate and also designated the lawyer to 
be employed by the trustees. Both amend- 
ments were executed with the formalities 
required for a will. The plaintiffs con- 
tended that the residuary clause was void 
because it represented an attempt to dis- 
pose of property, not by a testamentary 
document but by the provisions of a 
deed of trust which the testatrix had the 
power from time to time to amend by 
writings not executed in accordance with 
requirements for a will. 


HELD: (1) The deed of trust is valid. 
There was no reservation of authority in 
the settlor to instruct the trustees to do 
any act beyond the scope of the powers 
set forth in the instrument. She did not 
retain the power to deal with the proper- 
ty as she pleased, or to have possession 
of it or to prescribe details of admin- 
istration not specified in the instrument. 
The other trustees were not merely her 
agents, because she could direct them 
only according to the terms of the trust 
instrument. The authority reserved was 
to direct the trustees as to the exercise 
of “particular powers,” which is not suf- 
ficient to make the trust testamentary. 


(2) The residuary clause of the will, 
considering the original trust agreement 
and the two formal amendments to be 
parts thereof, was valid. Stating there 
is no controlling Kentucky decision, the 
court said: 


“As far as the original trust instrument is 
concerned, its incorporation into the will as an 
existing, well-identified document, meets all the 
requirements for testamentary disposition. *** 
If amendments to the trust instrument are 
executed according to the formalities required 
of a will, in what respect is the policy of the 
law of wills violated by upholding the amend- 
ments? *** If the testator’s intent is to be con- 
sidered, is it not better to give substantial effect 
to the intent, by upholding the will and the 
original trust instrument, than to defeat the 
intent in toto by holding invalid all of the at- 
tempted testamentary disposition?” 


——o0 


LivinGc Trusts — Transfer of Realty 
Deemed Passive Trust — Partition 


Wisconsin—Supreme Court 
Janura v. Fencl, 261 Wis. 179. 


In 1940 Janura conveyed a piece of 
Wisconsin real estate to a trust com- 
pany, as trustee. On the same day the 
company executed an unrecorded trust 
instrument, stating that it would hold 
the real estate in trust for seven bene- 
ficiaries, with the complete management 
and control of the property in the bene- 
ficiaries for twenty years, at which time, 
if the. property had not been sold previ- 
ously by direction of the beneficiaries, 
the company would sell the property at 
public auction and divide the proceeds 
among the beneficiaries. The instrument 
further stated that the rights of the 
beneficiaries in the property should be 
deemed personal property, and not real 
estate, and that upon the death of any 
beneficiary during the existence of the 
trust, his interest should pass to his 
executor or administrator, and not to 
his heirs at law. 


Janura, who was also one of the bene- 
ficiaries, died in 1950 and his wife, his 
heir at law, contended that this was a 
passive trust under the laws of Wiscon- 
sin, that the trustee had no interest in 
the property, and that the interests of 
the beneficiaries were vested rights in 
realty, and asked for a partition of the 
property. 


HELD: The trust is passive and plain- 
tiffs have a sufficient interest in realty 
to ask for partition. The Wisconsin 
statutes abolish trusts except as specifical- 
ly authorized, and declare that legal 
title to real estate shall pass directly to 
the beneficiaries where, in fact, a passive 
trust has been created. Where trusts are 
created for sale or mortgage, or “for any 
purpose not enumerated in the preceding 
sections of Chapter 231,” no estate shall 
be vested in the trustee, but the act 
directed can be performed as a power 
in trust. 


Since the trustee had no powers what- 
soever for twenty years, and then only 
a power of sale, this was a passive trust, 
and legal title to the property vested in 
the beneficiaries immediately upon exe- 
cution of the deed conveying the premises 
to the trustee. The contingent power of 
sale in the trustee was valid, but did not 
affect the rights of the beneficiaries. 


The declaration that the interests of 
the beneficiaries should be deemed per- 
sonalty was ineffective to prevent the 
trust from being a passive trust since 
if this were so, any trust, otherwise pas- 
sive, could be created merely by adding 
this provision, clearly not the intent of 
the legislature in enacting Chapter 231. 





“One more tax boost and it will be difficult to find anyone 
with more money than brains.’”—Coronet magazine. 
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PowErs — Foreign — Designation of 
Trust Company by Non-Resident 
Alien is Valid 


New York—App. Div. First Dept. 
Matter of Weil, N.Y.L.J., April 25, 1952. 


Section 100-a subd. 2 (a) of the Bank- 
ing Law was amended in 1948 to pro- 
vide that a trust company may be ap- 
pointed a fiduciary on the application of 
any person entitled to such appointment 
“irrespective of whether such person 
would himself be disqualified from acting 
by reason of his being an alien or non- 
resident of this state.” Relying on the 
statute as so amended, a non-resident 
alien who would have been entitled to 
act as administrator if he were a resident 
alien or a U. S. citizen, sought to ap- 
point a trust company as-administrator. 
The Public Administrator argued that 
a non-resident alien could not appoint a 
trust company because the statute speaks 
of an “alien ov non-resident” and not an 
“alien and non-resident” (italics sup- 
plied). 

HELD: The non-resident alien could 
appoint a trust company to act as, ad- 
ministrator. Before the 1948 amendment, 
alienage alone, or non-residence alone, 
did not disqualify one from acting as ad- 
ministrator or from appointing a trust 
company to act as administrator. The 
1948 amendment would be meaningless, 
unless it empowered one who is both a 
non-resident and an alien to appoint a 
trust company. 


There is no merit in the contention 
that although the legislative intent might 
be as set forth above, effect could not be 
given to it because of the legislature’s 
failure to adequately express its intent. 
Furthermore, legislative intent was ade- 
quately expressed. The words “and” and 
“or” are convertible where the sense of 
the statute requires. 


SPENDTHRIFT TRUSTS — Protection 
of Beneficiary’s Interest Not “Nec- 
essary Service” Entitling Attorney 
to Lien 


Oklahoma—Supreme Court 
Keaton v. Stephenson, 240 P. (2d) 1088. 


Appeal from a writ of garnishment 
against beneficiary’s interest in a testa- 
mentary spendthrift trust. In December, 
1946, the trustees distributed $1,000 to 
the beneficiary during the administration 
of the estate. On October 2, 1947, the 
beneficiary employed counsel to protect 
his interests, since he believed the estate 
was being improperly handled. He paid 
$50 and agreed to pay 25% of all 
money or property received. Counsel 
determined there were no _irregular- 
ities, the final account of the executors 
was filed on November 1, 1947, and the 
beneficiary the same date received $2,500. 

The following January, suit was 
brought against the beneficiary for one- 
fourth of the $3,500 received and the 
lower court awarded judgment and 
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garnishment proceedings were instituted. 
The court directed that the garnishment 
be sustained against the trustees, after 
finding that the judgment creditors had 
rendered necessary services. 


HELD: Reversed and garnishment dis- 
solved. The trust clearly qualified as a 
spendthrift trust. No attorney’s lien at- 
tached to the fund, the attempted trans- 
fer or assignment being ineffective. The 
principal question was whether attorney’s 
services constituted “‘necessary services 
rendered *** to the beneficiary *** under 
Title 60, O.S. 1951, Section 175.25, per- 
mitting property in the hands of trustees 
to be reached in such circumstances. A 
distinction is made between legal ser- 
vices rendered in defense of the liberty 
or person of the beneficiary and those 
rendered in relation to his property. 

Although the court failed to hold flatly 
that attorney fees for services rendered 
a beneficiary with respect to the trust 
property could never be subject to gar- 
nishment as “necessary services,” it 
stated that no benefit to the trust or 
beneficiary was shown, and even if a 
reasonable fee could be enforced by gar- 
nishment, the facts of the case indicated 
that the $50 paid amounted to a “rea- 
sonable fee.” 


SPOUSE’S RIGHTS — Household Fur- 
nishings Must Be Inventoried and 
Valued by Court for Purposes of 
Exemption 


Missouri—St. Louis Court of Appeals 
In re Polizoe’s Estate, 246 S.W. (2d) 391. 


The administrator prepared an inven- 
tory of the estate but omitted the house- 
hold furnishings (all of which had been 
separate property of intestate) upon the 
theory that their value did not exceed 
$500 and that he, as widower, was en- 
titled to keep them as his absolute prop- 
erty, R.S. Mo. 1949, Sec. 462.450, V.A. 
M.S. The widower died testate while his 
wife’s estate was being administered. 
His executor listed the household goods 
in the widower’s estate, continuing to 
rent them out as the widower had done. 
Thereafter, a son of intestate by her 
first marriage brought a_ proceeding 
against the widower’s executor to dis- 
cover assets, on the theory that the house- 
hold goods and the rents. therefrom 
should have been inventoried in_ in- 
testate’s estate. From a judgment for 
plaintiff in the probate and circuit courts, 
the executor appealed. 


HELD: Affirmed. Though under the 
statute the widower or widow is entitled 
to take the specified articles as his or her 
absolute property and such articles do 
not become a part of the distributable 
estate, the probate court has a function 
to perform in order that the right of 
absolute ownership may become vested 
in the surviving spouse. It is a matter 
of common knowledge that modern house- 
hold furnishings in many cases exceed 


the value of $500. The probate court must 
determine the question of value, upon the 
application of the surviving spouse that 
the particular articles be set apart, jp 
order to separate such articles from the 
distributable assets of the estate. Ae. 
cordingly, such items must be included 
in the inventory of the estate. 


TAXATION — Estate & Inheritance — 
Allocation to Residuary Trust to 
Obtain Maximum Marital Deduc- 
tion 

Texas—cCourt of Civil Appeals 
Matthews v. Jones, decided Feb. 1, 1952. 


The testator disposed of an estate of 
approximately $16,000,000 by holographic 
will with five holographic, codicils. The 
executor was directed with respect to 
estate and inheritance tax payments as 
follows: 

“I hereby give, devise and bequeath my in- 
terest in Percy Jones — Separate account, 
which is my separate property, together with 
one-half of all my other property, which is my 
community property to the **** Bank in Dal- 
las, Texas, upon trust to wind up and close my 
business carried on by me, to pay my funeral 
and other expenses, also debts and death du- 
ties, ***’’ (approximately 95°; of the estate 
was separate property). 

After reading the tax services, the 
testator, who apparently was not a law- 
yer, decided following the Revenue Act 
of 1948 to leave one-half of his separate 
property in a marital deduction trust for 
his wife. This he attempted to do by a 
fifth holographic codicil. The original will 
had provided that the wife was to re- 
ceive a life income out of the residuary 
trust and the “death duties” were to be 
paid out of the residuary trust. When 
the testator provided for the marital de- 
duction trust by codicil, he did not change 
the part of the will that pertained to 
“death duties.” 

HELD: (1) “Death duties” covered 
all forms of taxes based upon death, in- 
cluding estate taxes and inheritance taxes 
and the use of such term should be con- 
strued to cover all taxes payable out of 
the testator’s property by reason of his 
death. 


(2) The residuary trust bears the full 
burden of all estate and inheritance taxes, 
as well as the burden of all expenses and 
debts. If the intention of the testator 
was not clear, the ambiguity could be re- 
solved by parole testimony. The parole 
testimony of the testator’s office man- 
ager was that he arrived with the testa- 
tor on taxes and had recommended him 
to take the full marital deduction. There- 
fore, the testator intended to take such 
full marital deduction. 


TAXATION — Gift — Situs of Prop- 
erty — Effective Date of Gift 
Wisconsin—Supreme Court 
ew v. Department of Taxation, 261 Wis. 
Eugenie Wuesthoff, an American cit- 
izen residing in Switzerland, owned cer- 
tain securities held for her in a Milwau- 
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kee bank, together with some cash. On 
June 8, 1946, she signed a trust agree- 
ment in Switzerland, transferring this 
property to a Chicago bank as trustee 
for her daughter, Charlotte. On June 17, 
1946, the supervisors of the trust deliver- 
ed the property to the Chicago bank and 
there signed the instrument as super- 
visors. 

Eugenie filed a donor’s gift tax return 
with the Wisconsin Department of Tax- 
ation, and listed the date of the gift as 
June 17, 1946. Charlotte was thereafter 
notified of an assessment of a gift tax, 
and applied for abatement of the tax on 
the grounds that the transfer was not 
subject to the Wisconsin gift tax, since 
both donor and donee were non-residents, 
and the property did not have a situs for 
taxation within the state on the date of 
the gift, June 17. 


HELD: There was no taxable gift. A 
gift to a trustee is not complete without 
the transfer of the property to the trus- 
tee. There was no transfer of the proper- 
ty, nor of title to the property, sufficient 
to make the trust complete, until June 
17, by which time the property had 
already lost its situs in Wisconsin, hav- 
ing been taken permanently out of the 
state. 


Between June 8 and June 17 the 
property was still in the hands of the 
donor’s agent, and she could have re- 
voked the gift at any time during that 
period, since no delivery had been made 
to the trustee. A non-resident may locate 
intangibles in the state and give it a 
situs in the state for the purposes of 
gift taxation, but the transfer by gift 
must be completed within the state to 
make it subject to Wisconsin tax, and 
this gift was completed in Illinois. 


WILLs — Construction — Estate Per 
Autre Vie is Vested in Life Tenant 
and is Subject to Disposition by 
Will of Life Tenant 


New Jersey—Supreme Court, Chancery Div. 
Stoffels v. Stoffels, 86 A. (2d) 806. 


Decedent, who died in 1940, directed 
by will payment of $1.00 to each of his 
children except daughter Anna and son 
Louis. Rest of estate was left to executor 
(his son) in trust to pay one half of 
net income to decedent’s wife for life 
and so much of income thereafter re- 
maining fo1 benefit and maintenance of 
his daughter. Any income then remaining 
was to be paid to executor for his own 
use and benefit. Upon death of wife one 
half of net income was to be divided 
equally between son and daughter. Will 
also provided that if son predeceased 
wife and daughter, his personal repre- 
sentative was to administer the trust. 
Wife died in 1938 and son died in 1951. 
Son’s widow as substituted trustee filed 
complaint for construction of will to de- 
termine to whom income which was pay- 
able to her husband during his lifetime 
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LAW STUDENTS STUDY TRUST DEPARTMENT 


Students from Emory University Law School were guests of The Fulton National Bank 
Trust Department, Atlanta, at an all day seminar on April 9th. Virlyn B. Moore, Jr., trust 
officer of The Fulton, had charge of the program which included several lectures on the 
mechanics of planning an estate and a trip through the various departments of the Trust 
Department. Fulton officers who spoke to the students were Erle Cocke, President, Thomas 
C. Law, Chairman of the Trust Committee, Julian D. Halliburton, Edward S. Gay, Charles 
Wray, J. C. Shelor and William Matthews. Attorney Devereaux MecClatchey also addressed 
the group. He is shown (left) with Prof. Henry Quillan (center) and Mr. Gay. 





would now be paid. Other children and 
grandchildren of decedent, with exception 
of daughter Anna, contended that upon 
death of Louis, partial intestacy resulted 
and that income directed to be paid to 
Louis should now be paid to them. Anna 
contended she was entitled to three 
fourths of income. 

HELD: In view of fact that it was 
intention of testator to vest son Louis 
indefeasibly with an estate per autre 
vie, that estate continued during life- 
time of Anna, the surviving beneficiary, 
and income was therefore to be paid to 
his personal representative. Plaintiff 
should pay one fourth of income of trust 
to Anna and so much as might be re- 
quired for her benefit and maintenance, 
and balance to herself as executrix of 
estate of Louis. 


WILLs — Construction — Identifica- 
tion of Future Wife not Ambigious 


Washington—Supreme Court 
In re Harrel’s Estate, 140 Wash. Dec. 157. 


Testator’s brothers and sisters brought 
an action to construe the will which 
left the entire estate “to my friend Edith 
Rutherford, to whom I am engaged to 
be married, as soon as I can legally do 
so.” (Italics added.) From a judgment 
of dismissal upon sustaining a demurrer, 
the plaintiffs appealed, contending that 
the italicized clause makes the will am- 
biguous, and that it was not intended 
that the devise should take effect until 
or unless Edith Rutherford obtained a 
legal divorce, and legally married the 
testator. The complaint alleged that re- 
spondent is a bad person, with improper 
motives, that the divorce she obtained 
from her former spouse was _ illegally 
obtained and invalid, and that her mar- 
riage to the deceased was a nullity. 

HELD: Affirmed. “As soon as I can 
legally do so” concerns the engagement 
and the marriage and in no way effects 
the devise or the ability of the testator 


to make the devise. The clause describes 
the devisee. When a will is unambiguous, 
there is no room for construction, par- 
ticularly where a construction is sought 
to be drawn from extrinsic facts. 


WILLs — Construction — Implied 
Cross Remainders 


Illinois—Supreme Court 
Kieshing v. White, 104 N.E. (2d) 291. 


Decedent was survived by one brother, 
five sisters and seven nephews and nieces. 
His will gave his brothers and sisters 
“equal shares of the income” of his prop- 
erty “meaning hereby to give each one of 
them ... ‘share and share alike’ their 
fractional part of the income from my 
said property ... meaning hereby to give 
to my said brothers and sisters a life 
estate only in my said property.” The will 
went on to provide “I hereby give... 
unto my nephews and nieces ‘share and 
share alike’ the rest and residue of all 
of my property after the life estates here- 
inabove provided . . . come to an end.” 


In a construction suit the brother and 
one sister asserted he and each of his 
sisters were to have an undivided one- 
sixth interest for life in the testator’s 
property and as each of them died one- 
sixth of the property was to be dis- 
tributed among the then living nieces and 
nephews. The other sisters asserted that 
on the death of their brother or any of 
them cross-remainders in the income were 
created by implication in the surviving 
brother and sisters and the trust property 
was not to be distributed to the nephews 
and nieces until the death of the last 
surviving brother or sister. 

HELD: The latter construction was 
correct. Under the Illinois cases the in- 
tention of the testator as to the time 
when the remainder interests are to be 
distributed has been the controlling ele- 
ment in determining whether cross limi- 
tations are to be implied. If it appears 
testator did not intend to postpone en- 
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One of two large murals caricaturing con- 
struction activity which were painted on 
plywood and erected to close off the mez- 
zanine remodeling area as a protection to 
customers at First National Bank, Dallas. 





joyment of the remainder until the death 
of all of the life tenants the terms “at 
their death” or “at their decease,” refer- 
ring to the life tenants, will be construed 
to mean “as they respectively die.’’ The 
test in each case is whether the intent 
was to postpone enjoyment of the re- 
mainder. The phrase “all my property” 
states what is to be distributed to the 
nephews and nieces “after the life estates 
come to an end.” These phrases indicate 
the intent was to postpone the enjoyment 
of the remainder until all of the life ten- 
ants had died and, accordingly, cross- 
limitations are implied. 


WILLs — Construction — Residuary 
Legatee is Necessary Party 


Washington—Supreme Court 


In re Bridge’s Estate, 140 Wash. Dec. 123; 241 
P. 2d 439. 


Decedent willed certain amounts to 
each of twenty legatees, provided that if 
any of the persons named were employed 
by him or by the Mary Bridge Hospital, 
and were not so employed at the time of 
his death, such former employees were 
to receive nothing. The residue was left 
to the Hospital. In an action brought by 
the executor to construe the will, the 
Trial Court ordered citation to be issued 
to the twenty legatees. No citation was 
issued to the Hospital, and it did not 
appear in the proceeding. The legatees 
claiming under the employment provision 
appeared and contested the interpreta- 
tion urged by the executor who appealed 
from an order determining that certain 
of the legatees were entitled to be paid 
their legacies. 


HELD: Order vacated and cause re- 
manded. If any of the twenty legatees 
are held ineligible to take under the 
will, their legacies become a part of the 
residue passing to the Hospital. Thus, the 
Hospital had a substantial adverse inter- 
est in the controversy and was a necessary 
party to the complete determination of 
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the issues. Before the Court reduces the 
estate of the residuary legatee it should 
have an opportunity to be heard. 


WILLs — Probate — Agreement to 
Make Will in Consideration of 
Marriage Must Be in Writing 


Maine—Supreme Court 
Busque v. Marcou, 86 A. (2d) 873. 


Joseph Busque agreed with Aurele that 
if she would marry him, he would exe- 
cute a will bequeathing all his estate to 
her and name her executrix. He made a 
will in conformity with this agreement 
and married Aurelie the next day. Later, 
by a will which revoked all former wills, 
he made a few small bequests and then 
bequeathed to his wife one-half of the 
residue of his estate, and the other half 
to his brother and sister. The widow 


brought proceedings in equity claiming 
that the new will was a fraud upon hey 
and that the executor and others claiming 
under the will held the estate in trust for 
her. The defendants invoked the Statute 
of Frauds. 


HELD: The contract was oral and not 
only a contract to bequeath property to 
another, but also an agreement made jn 
consideration of marriage. Either of 
these factors requires that the agreement 
be in writing. The will executed prior to 
the marriage was not a sufficient memo. 
randum to satisfy the statute, because it 
neither refers to nor even intimates the 
existence of the agreement. The mar. 
riage alone, even though it is an irre. 
trievable change of position, is not such 
part performance upon which equitable 
relief can be based. 
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Radio Relays 


RAPIDLY-GROWING 


INCE 1941, Philco Corporation has 

pioneered in the research, develop- 
meat and production of microwave radio 
relay equipment—and today is one of the 
largest manufacturers of MICTOW AVE 
communications equipment in the world. 


Microwave radio relay stations, which 
replace land wire lines and cables, are 
one of the most promising industrial 
applications of electronics today. They 
are used for point-to-point communi- 
cations, including telephone and telegraph 
service, and television and sound broad- 
casting. They are more reliable than 
wire facilities, during storms, tornadoes 
and other emergency conditions, when 


REFRIGERATORS ¢ TELEVISION ©* RADIO © FREEZERS 
AIR CONDITIONING ¢ RANGES ¢ INDUSTRIAL PRODUCTS 


dependable communications are vital. 
They are more flexible because they do 
not require a continuous land right-of- 
way, and have a capacity for simultaneous 
multi-channel communications for voice, 
tele-printer and supervisory control func- 
tions. This additional reliability and 
greater flexibility can be provided, in 
general, more economically than with 
comparable wire line facilities. 


Boon to Industry 
Philco opened the first regularly opera- 
ted television relay link in 1941, to 
transmit programs between New York 
and Philadelphia. 
Philco equipment is now being used by 
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commercia! communications companies, 
pipe lines, railroads, utilities, and the 
United States Armed Forces all over 
the world. 


Philco Engineering Leadership 

Because of the many advantages offered 
by Microwave systems, their growth 
possibilities are very substantial. Large 
organizations with a need for high-speed 
communications are potential users. The 
growing network of pipe lines, utilities, 
railwork, waterways, turnpikes and decen- 
tralized industrial plants offer special 
opportunities for growth. And, Philco is 
continuing its pioneering leadership in 
this rapidly-growing field. 
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Pisa Connecticut General Life Under- 
| oh theans that a Trust Officer and Attor- 
i a Ni; e the knotty problems of estate con- 
Sa:more quickly and efficiently. Thanks to 
! ad experience in the complicated fields of 
Hanning, business insurance and employee 
be ee plans, Trust Officers and Attorneys have 
come to regard “the man from C—G” as an ex- 
tremely valuable asset at the conference table. 
Moreover, his wide contacts and activities often 
lead to substantial new business for Trust Depart- 
‘ments. You'll find “the man from C—G” a good 


ee », man to, work with — a good man to know. 
ae! Ne ay 


% & bes oS 
: th 
Mi a a 


" BETTER SERVICE 
THROUGH BETTER MEN 


LIFE * ACCIDENT * HEALTH ° 
. GROUP INSURANCE AND 

_ PENSION PLANS °* PENSION 

TRUSTS *° ANNNUITIES 





